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Current Business Trends 


Price Uncertainties Underlie Industrial Lag 


RICES have again become a dominant factor in 

industrial trends after several years of rigid regu- 
lation. Actual increases in recent months continue 
slight as measured in broad categories (see Table 1), 
but when even officials in the Administration debate 
publicly on whether the further increase in the cost 
of living will be 5% or 10%, the relative stability of 
prices appears ended.! 

Prices have regained significance not merely be- 
cause they directly influence the cost of living but 
because of their recovered importance in determining 
industrial and merchandising plans. Increased pub- 
lic attention is given to price discussion, particularly 
the inadequacy of governmental adjustments, and 
meanwhile production stagnates. 

Production delays, curtailment and even suspen- 
sion have been attributed in many cases to OPA regu- 
lations. An extensive variety of goods is included, 
such as motors, hardware and textiles. Difficulties of 
adjustment are well illustrated in the steel record. 
As long ago as December, 1943, the steel industry ad- 
visory committee of the OPA petitioned the price 
authorities to grant increased ceilings, and furnished 


the requested data in the following month, but it took. 


until January, 1945, to obtain interim relief. Even 
after that, four more months passed before details on 
price increases of 1% to 2% on total mill sales were 
completed. 

Producers protested emphatically that adjustments 
were inadequate and the OPA last fall seemed about 
to grant further relief only to postpone it. Only after 
the determined stand by mill officials that the 18.5 

ISee also “Chart 2: Wholesale Commodity Prices at End of Two 


Wars,” February Business Record, p. 58, and Road Maps of Industry, 
No. 517. 


cent hourly wage rise could not be granted without 
substantial price increases did OPA yield to a $5 a 
ton advance in February. Various mills are reported 
to have shunned production of galvanized sheets and 
hot strip because price adjustments of a year ago were 
of little or no benefit. 


Chart 1: Weekly Output of Electrical Energy 
Source: Edison Electric Institute 
Billions of Kilowatt-hours 


The situation in textiles and clothing is better 
known. Production of some lines of cotton goods has 
been far below requirements because prices were held 


1Further price difficulties of nonintegrated steel producers constitute 
a whole chapter in themselves. 
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Chart 2: Federal Expenditures for Defense and 
War 


Source: Treasury Department 
Millions of Dollars 
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down. This made large production of low-priced 
shirts, for instance, impossible, and together with 
average price regulations compelled makers to stock 
a large portion of the shirts they did make. Because 
of the rigidity of such regulations in the face of ris- 
ing costs, manufacturers have found planning difficult. 

Denial to industry in general of the definite price- 
wage link used by the government to settle the steel 
strike left a vast area of uncertainty for many users 
of steel and for the brass- and copper-products mills. 
For these two groups there was only assurance by 
the OPA that increased costs would be considered 
after wage increases had been approved. This condi- 
tion, on top of an average increase of 8.6% in the 
cost of steel, delayed resumption of activity in many 
plants (the steel strike affected many workers in 
steel-using plants) .1 The exceedingly more complex 
situation among users of steel as compared with pro- 
ducers threatened to reverberate in a thousand and 
one ways through the whole structure of industry 
from railroad rails to soup cans. 

In addition to the influence of the steel rise on 
prices of many products? there was also a linking of 
higher meat prices with wages. Other recent develop- 
ments of broad effect include price increases on south- 
ern pine lumber, cement, and a plan for cotton goods. 
These specific increases were announced in the latter 
part of February and have had no effect on price 
indexes up to now. 

Industrial production in January as a whole fell 
to the lowest level in nearly five years. The rapid 
decline in the latter part of the month was more than 
a counteraction to the surprising recovery of previous 
weeks. The Federal Reserve adjusted index in Janu- 


*The $5 a ton aren increase in steel-mill products is 8.6% of 
the previous average of $58.27 on finished steel as quoted by Steel. 


*Conditions in the foundry industry are discussed on page 104. 


Chart 3: Construction Contracts Awarded and 
Industrial Production 
Sources: F. W. Dodge Corporation; Federal Reserve 


Index Numbers, 1935-1939=100; Seasonally Adjusted 
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Chart 4: Weekly Rates of Steel-mill Operations 
Source: American Iron and Steel Institute 
In Percentage of Capacity 
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Chart 5: Deliveries of Refined Copper to Domestic 
Users 
Source: Copper Institute 
Thousands of Short Tons 
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ary was 159 (1935-1939—100), off five points or 3% 
from December (see Chart 3). As weekly indicators 
continued to sag a little further following the Janu- 
ary break, a still lower index of industrial production 
is indicated for February, although a firm trend 
seemed evident toward the end of the month. 
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Chart 6: United States Tire Production 
Source: Rubber Manufacturers Association 
Billions of Tires 
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Declining output in January resulted primarily 
from the steel strike, but automotive, electrical, farm 
implement and other strikes were also important. 
Steel production fell to the lowest capacity rate on 
record (see Chart 4), not excepting other strike pe- 
riods, and the beginning of recovery in the latter half 
of February was much slower than the drop. The 
steel supply of many users apparently reached its 
worst stage after the steel strike. The lack of motors 
and other electrical equipment, also owing largely to 
strikes, has been a further detriment to various lines 
of production. 

While industry as a whole experienced a serious 
setback in January, there were some significant ex- 
ceptions. Most notable was the output of passenger 
automobiles at nearly double the December figure. 
With the largest producer closed down and others 
having difficulties, this accomplishment illustrates the 
progress in reconversion and suggests the industrial 
potential of a period following wage and price adjust- 


1Output of less than 59,000 cars in January was only 20% of the 
rate needed to reach 4 million cars in 1946. 


TABLE 1: 


ments. Among other favorable showings were a rise 
in actual consumption of copper as well as in Janu- 
ary deliveries (see Chart 5), a 25% recovery in cot- 
ton consumption from the low December level, and 
large deliveries of zinc as compared with recent 
months except December. 

On the less favorable side of the picture has been 
the increasing number of strikes in the brass, copper 
and lead industries. Brass and copper products, al- 
though used in much smaller quantities than steel, 
are almost as diversified, and any serious interrup- 
tion to their flow affects a broad segment of industry. 
Price and wage situations have been similar to those 
in steel. 

The general retail demand for goods continues un- 
abated. Department-store sales in February were 
19% to 25% greater in value than a year ago. Only 
a small portion of this rise was owing to increased 
retail prices on the basis of recent indexes. (See 
Table 1.) 

Employment and income statistics, while not so 
strong as retail trends, afford ample evidence of much 
greater vitality in business than had been forecast last 
summer. Nonagricultural employment in January in- 
creased 490,000 over December, continuing the recov- 
ery begun three months earlier. Owing to the dis- 
charge of men from the Armed Forces and seasonal 
decline in agricultural employment, unemployment 
has continued to rise, but early in January it was 
under 2.3 million, or about half as large as the de- 
crease in the Armed Forces from July to December, 
inclusive. Total employment rose 60,000 in January.’ 

Income payments to individuals in December were 
$14,248 million, a decline of less than 2% im a year 
from an extraordinarily high level. From last July 
the decline on a seasonally adjusted basis was only 
about 4%. A factor in current income has been mus- 
tering-out payments to the Armed Forces. 

Factory payrolls in the last quarter of 1945 were 
stable after a decline of one fifth from July. How- 


1Monthly reports based on surveys made in the early part of each 
month by the Bureau of the Census. See Road Maps of Industry, 
No. 531, on changes of employment by states. 


CHANGES IN COMMODITY PRICES 


Sources: Bureau of Labor Statistics; Department of Commerce 
Index Numbers, 1926=100 


Ttem Week Ended 


Percentage Change 


Week Ended July, 1945, Week Ended / : 
Feb. 16,1946 | July, 1945 Feb. 17, 1945 | January, 1941 Weck Ended Feb, 17, 1945, eWwar Buded 
Feb. 16, 1946 leer Ended | “Feb. 16, 1946 
eb. 16, 1946 
Wholesale prices 
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Farm products We bi PS Ae, aa IN 131.0 129.0 127.2 71.6 +1.6 +3.0 +83.0 
Bia tinteriais, 35 2). Fob ess ie. oe) 119.7 117.5 116.2 74.6 +1.9 +3.0 +60.5 
Manufactured productsy.. 266. Sareiaaech: 103.2 101.8 101.6 83.5 +1.4 +1.6 +23 .6 
SMIMIGESY 5 c's x shite as dioetae « mecolas s 143 .0a 142.4 139.66 101.8 +0.4¢ +2.4d +40 .5e 
11935-39 =100 bDecember, 1944 
aDecember, 1945 


eJuly, 1945, to December, 1945 


dDecember, 1944, to December, 1945 
eJanuary, 1941, to December, 1945 


96 THE CONFERENCE BOARD 


March, 1946 


Table 2: Paper and Paperboard Production 
Source: Bureau of the Census 
Thousands of Pounds 


’ 1946 ‘ 

Type Dsthmote | 2 1945 1944 1943 
Alltypest. a a5-.e- ee, eee | 18,300 | 17,374 | 17,183 | 17,036 
Paper; total Agate eee 9,290 8,469 8,220 8,415 
Newsprint. satnecier cis _ Shoe 725 721 811 
Groundwood printing’. ... .| poise 637 593 586 
Book and fine paper....... sae. 2,505 2,410 2,613 

Coarse wrapping, converting} 

and bag paper..........- peek 1,981 1,922 1,947 
Multi-wall sack paper...... Pen 424 392 315 
Sanitary paper..sc8 22 2 <oh ates 824 808 806 
Aub Others seh 2...) clas ess B teas 1,373 1,374 1,336 
Paperboard total............ 9,100 8,906 8,963 8,620 
Containerboard........... ae 4,130 4,228 4,088 
Folding boxboard.......... ee 9,267 2,116 2,047 
Set-up boxboard,.......... east 719 750 829 
Building board............ be a 1,122 1,087 1,064 
AM Others ac oune tee ee scat 668 780 592 


WIncludes specialty paper pPreliminary 


Table 3: Annual Rate of Supplies and Consump 
tion of Steel in Great Britain 


Source: The Economist 
Thousands of Tons; Ingot Equivalent 


Home Total | Total 


Period Produc- Avail- Delhiv- Home 
tion able eries 

Average 1935-38.| 11,257 12,501 | 12,482 10,044 

E948 rate 4 13,031 15,804 | 16,005 15,883 

GE. Fg lee ie Ra 12,142 13,810 | 14,328 14,088 

1945} .| 11,808 11,984 | 12,568 11,892 
1945 

1st quarter. .. .} 12,127 12,540 | 13,292 13,104 

Qnd quarter. ..} 11,815 11,832 | 12,679 12,285 

3rd quarter....| 10,990 11,064 | 11,639 10,815 

4th quarter!.. .| 12,300 12,500 | 12,660 11,460 


1Partly estimated 


Table 4: Consumption of Crude and Reclaimed 
Rubber 
Source: Rubber Manufacturers’ Association 
Thousands of Long Tons 


Year Natural] GRS | GRM | GRI | (All | Reclaim 

ther 
LOGIE INS, . Sere. 775.0 Aiba eb a ee ae 1.7 | 251.2 
104090 eno, $76.8 | 2.6] 6.8 a 8.2 | 254.8 
194805 eee or 317.6 | 182.0 | 26.2 8 | 12.4 | 291.8 
1944 hires es 144.1 | 495.6 | 46.2] 10.8] 14.1] 251.1 
TOt5 Ts creer 105.4 | 600.0 | 42.4] 43.0| 8.0 | 240.8 


aTwenty-two long tons 


ever, there had been a substantial decline prior to 
July, with the tapering off of war contracts. While 
few manufacturing lines have shown strong payroll 
trends outside of shoes, paper and printing, various 
other industries have shown substantial payroll gains 
over a year ago as well as over recent months, such 
as in merchandising, hotels, laundries and communi- 
cations. 


Wurm J. Noir 
Division of Business Economics 


Problems of World 
Food Supply 


HEAT available for the fiscal year begun July, 

1945, totaled 1,414.2 million bushels. By Jan- 
uary 1, less than half of this amount was consumed, 
according to the Department of Agriculture, and 
about half of the remaining stock of 750 million bush- 
els was still on the farms. 

Exports of wheat and wheat flour in 1945 totaled 
almost 300 million bushels as against a 1935-1939 
average of 81 million bushels. World food needs are 
reported as acute, and intentions apparently are to 
export some 225 million bushels more by June 30. 

The world wheat crop for 1945 is reported below 
both the prewar average and the 1944 crop. The 
Indian wheat crop last year, however, was almost 30 
million bushels above the 1944 crop. Even so, there 
is already talk of famine in many of India’s prov- 
inces. The 1945 rice crop in India was above the 1944 
level. Bengal suffered a disastrous famine in 1943, 
due reportedly to absence of Burmese and other rice, 
and latest news is that over a million starved to 
death. Burma now is producing rice under Allied con- 
trol. 

Several foreign reports on crops may be subject to 
later revision and the situation may not be quite so 
bleak as earlier depicted by the Department of Agri- 
culture. But grain areas such as Argentina and Aus- 
tralia are definitely on the short side, according to 
late reports. 

A world grain shortage is apparent, and grain ob- 
tainable in this country is needed abroad, particu- 
larly in Western Europe and in southern Asia, to 
prevent starvation and preserve internal stability. 
Heavy exports have brought about certain internal 
measures, such as a higher milling rate and restricted 
use of grain by distillers,t millers and other users. 


GRAIN AND GRAIN PRODUCTS 


The higher flour output per bushel of wheat, now 
in effect, will cut cake and breakfast food output. 
Incidentally, less cake means a saving in sugar and 
possibly in other scarce ingredients. Raising the ex- 
traction rate of wheat to 80% means a slightly darker 
flour, a factor which will have little effect on bread 
baking but will complicate the making of sponge 
cake and other delicate dough products and to a lesser 
extent that of biscuits. Graham and other whole 
wheat biscuits and crackers are not major sales items. 

The millers lose out both on the sale of breakfast 
foods and prepared flour mixes and on the sale of 

1The liquor situation is discussed on page 105. 
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feed. The branny flour now coming to market means 
substantially less prepared feed. This reduction is 
adverse to poultry and live stock industries and may 
cause them to feed more wheat directly, thus with- 
holding the latter from market. 

Both breakfast foods and prepared mixes are 
profitable sales items. Millers argue that 80% extrac- 
tion of flour from wheat, as against 72%, may save 
about 20 million bushels of wheat for human con- 
sumption. This saving compares with total domestic 
wheat crops in recent years of 800 million bushels to 
over a billion bushels in the last two years. It would 
thus seem that the higher extraction-rate order is 
part of a broad plan to cope with such factors as 
sugar and shortening scarcity and millers’ complaints 
that they are short of wheat.1 The three-cent increase 
in wheat ceiling prices is a further indication of the 
Anderson program. 

The present “price bulge” centering in steel may 
broaden if the farm bloc in Congress succeeds in in- 
corporating labor costs in the parity price formula. 
Changes in the prices of agricultural implements to 
farmers have not been reported, but large amounts of 
carbon steel are used in this industry, and prices have 
been raised. A wage increase by implement makers 
also is scheduled. 


Available Domestic Supplies of Grains 
Source: Department of Agriculture 
Millions of Tons 
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& BEGINNING OF CROP YEAR 


Grain may be held on the farms more for a price 
rise than as livestock feed. It is not profitable to keep 
cattle very long on the feed lots. In recent years 
the tendency has been to do rather light feeding of 
livestock. Keeping them on feed lots for thirty days 
qualifies them for special rail rates and leaves them 
just heavy enough to supply the smaller meat cuts 
now in demand. Moreover, all the better meat grades 
are getting good prices. Cattle weights were recently 


*While more shortening is needed for darker bread, lower cake 
sales may result in a net saving in shortening. 


reported much higher than a year ago, but this situa- 
tion reflects heavy feeding of wet corn, which could 
not stand storage, rather than wheat. 


Table 1: World Meat Production! 
Source: Department of Agriculture 
Billions of Pounds 


Area 1945 1944 | 1934-1938 

Average 
World Production! <<; secnanh eae oe. 59.3 66.1 65.8 
NorthjyAimenicans dace caiieecn 1 she: 26.0 28.3 18.6 
Southern Hemisphere................ 11.8 1Oe% 12,1 
Europe, excluding U.S.S.R............| 15.1 18.9 26.6 
Other sige tea etre ee Ptr he i 6.4 6.2 8.5 


1Excluding Asia and minor South American and African countries. Figures for 
1945 are estimates. 
Table 2: Wheat Production and Net Exports 
in Principal Exporting Countries! 
Source: Department of Agriculture 
Millions of Bushels 


Production Net Exports 
Country 
Average 

Average 1945 1985-36 Probable 

1935-89 to 1939-40 1945-46 

AP GONTIMAG co.cc cons iase 222 148 121 90-100 
Alintralitiee atest, sini a= 170 130 100 40— 50 
Canadas te ererek: ese 312 306 181 355-365 
United States.......... 759 1,123 39 365-385 
otal aac costes: 4 leas 1,707 441 850-900 


iCurrent figures based on data received up to February 1 


A reduction in feed is likely to affect the dairy and 
poultry industries. Present prices of feed are high 
and a cut in output is likely to put an even greater 
strain on dairy prices. The Department of Agricul- 
ture had expected that prospects would be favorable 
for dairy products except butter. Its forecast may be 
subject to revision, owing to latest grain develop- 
ments. The equally favorable report of sweet cream 
in fluid form was welcome news to nonindustrial 
users. The cream continues to flow to ice-cream man- 
ufacturers and no change in butter-cream prices has 
been reported. 


PROSPECTS FOR 1946 


The American people are assured of sufficient food, 
as measured in proteins, fats and vitamins. Lest there 
be any lingering doubt, there should be plenty of fish, 
both fresh and frozen. Otherwise, the food supply 
situation is a little bleaker than in 1945. 

Because of uncertainties right now about prices and 
spring weather conditions, present predictions have 
little value, particularly as regards crop availability. 

One major factor likely to affect farm output in 
1946 will be the success Secretary Anderson meets 
with his reputed “price inducement” program. Should 
crop reports become more dismal, his position will be 
accordingly strengthened. Also, should storaged grain 
not move to seaboard from interior points in suffi- 


98 THE CONFERENCE BOARD 


March, 1946 


cient quantity the scattered moves for agricultural 
price revisions may become more cohesive. 

The meat situation, as reported in last month’s 
Business Record, has eased somewhat from a year ago. 
The situation is likely to prove short lived, in view of 
limitations on feed, and Secretary Anderson’s ap- 
parent insistence on maintenance of price controls 
on cattle. 

Since action is planned, or already in effect, to 
increase meat prices at the retail, wholesale and 
packer levels, a change in cattle prices would not be 
surprising, although the Secretary recently said he 
knew of no plan to raise ceilings. 


TuHEoporE WHITMAN 
Division of Business Economics 


Factors Retarding 
Construction Progress 


RECENT proposal by Housing Expediter Wil- 

son Wyatt represents an all-out effort by the Ad- 
ministration to stimulate the building industry as 
rapidly as possible.1 The program calls for erection of 
2.7 million? new houses during the next twenty-two 
months, and for enabling legislation to achieve this 
goal. President Truman has endorsed the fifteen- 
point program as “bold, vigorous and eminently prac- 
ticable” and has urged Congress to pass the accom- 
panying legislative proposals without delay. 

Among its objectives, the contemplated project 
suggests tripling the building labor force for residen- 
tial purposes and offsetting the profit squeeze attend- 
ing high costs and price ceilings by an appropria- 
tion of $600 million for premium payments (subsid- 
ies) to manufacturers of building materials. The 
plan favors a prefabricated-house project and a sys- 
tem whereby the bulk of materials would be chan- 
neled into dwellings selling for not more than $6,000 
or renting for not more than $50 a month. All non- 
essential construction would be postponed until next 
year. Sale-price control of housing would be used 
to combat inflationary forces or unreasonable profit 
margins.® 


1See “Housing Problems Serious,” January Business Record, p. 8 


*Because of the nature of this program, exact comparisons with the 
past are impossible. Some perspective may be gained from the fact 
that the above rate equals about 1.5 million houses a year, while 
in 1940 new dwelling units of all kinds, including those in apartment 
houses, numbered only about 600,000. 

*The amendment to the Patman housing bill providing for the 
$600 million subsidy was struck from the bill by a test vote in the 
House of Representatives. Previously, price ceilings on existing 
dwellings were rejected. 


CPA Director John D. Small has already promised 
regulations which would drastically curtail other types 
of construction, as well as residential building not in- 
cluded in Mr. Wyatt’s veterans’ program, even to the 
extent of prohibiting completion of some projects al- 
ready under way. Strong support has also been as- 
sured by OPA. As a means of stimulating produc- 
tion of prefabricated housing units, price ceilings on 
single and multiple unit dwellings constructed mostly 
of wood are based on current labor and material 
costs rather than on the levels of March, 1942. 


New construction activity will probably be held in 
partial abeyance until the program takes definite 
form, and industrial and commercial builders can 
know whether they will be able to complete a job 
once started, and home builders can estimate in ad- 
vance their total costs, availability of materials, and 
permissible selling prices. In the last several months, 
even where costs have permitted profitable opera- 
tions at a low figure, established contractors have 
been marking up estimates of end-product prices. 
Some have even refused to submit estimates of sell- 
ing prices and have offered cost-plus contracts in- 
stead. Uncertainties regarding labor and material 
price changes before completion have led to these pre- 
cautions. A frame residence built in the New York 
area in 1939 to sell at $4,500 now requires a mini- 
mum sale price of $7,000. This constitutes a rise of 
55%, compared with an increase of only 32% in mate- 
rial and labor costs. 


The current need for new construction, especially 
housing, is much greater than after World War I. 
An inflationary building boom at this time and an 
ensuing deflation could therefore be of greater magni- 
tude should government directives fail. 


Prices of building materials from July, 1914, to No- 
vember, 1918, increased about 92%. Building re- 
strictions and voluntary price controls were removed 
shortly after the armistice, and by the spring of 1920 
material prices were about 220% above the July, 1914, 
level. By that time private building had slackened 
and rents had advanced sharply. After the defla- 
tionary period in 1921, construction activity recov- 
ered rapidly, going on to a new peak in 1927. 

Building material, labor costs and rents have ad- 
vanced more modestly during the recent war as a con- 
sequence of government controls. (See Chart 1.) Ex- 
cept for lumber prices, which rose sharply from 
1939 to 1942 and also during our war period as ceil- 
ings were raised, building-material prices are not gen- 
erally out of line with general wholesale prices. Com- 
pared with a rise of 90% during World War I, ma- 
terial prices increased only 32% since August, 1939. 
(See Chart 2.) A substantial part of demand would 
probably become effective at current prices if suf- 


1E. H. Boeckh and Associates, Inc. 
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CHART 1: WHOLESALE PRICES OF ALL COMMODITIES AND BUILDING MATERIALS IN WORLD WAR I AND 
WORLD WAR II 


Source: Bureau of Labor Statistics 
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CHART 2: BUILDING AND CONSTRUCTION COSTS 


Source: Engineering News-Record 
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: Annual averages prior to 1922 for material cost and prior to 1924 for building cost are used. The three series are based on weighted averages. Material cost index i 8 
BP waar of steel, lumber, and cement. Building cost consists of material plus skilled labor costs. Construction cost is derived from material cost plus common labor. 


ficient materials were available and labor costs re- 
mained at present levels. Purchasing power is strong 
enough to support unprecedented housing activity. 

Demand for building materials for new dwellings 
alone exceeds by far available supplies and production 
rates. Although the supply picture varies among the 
different items, in general low stocks and restricted 
production in key materials tend to retard even that 
construction which is able to circumvent difficulties 
in other directions. 

Supplies of lumber constitute a major problem. 
Although production is above prewar level, it is 
still about 20% below peak capacity, and dealers’ 
stocks are at an all-time low. Average prices are 
about 72% above those in 1939, for ceilings were 
raised since 1942 when higher wages were necessary 
to check a growing manpower shortage. A flow of 


1Prewar level means before September, 1939 


additional supplies is anticipated during 1946 as new 
equipment, such as trucks and tires, become obtain- 
able and more workers return to the woods and saw- 
mills. Profits are reported now to be above prewar 
levels, and impediments in the way of higher output 
should not require additional price advances.1 

Brick and tile prices are about 24% above prewar 
levels, but production is well below capacity. About 
50% of the plants operating in 1939 are now closed, 
and capacity operations will require 10,000 additional 
workers. Brick output has increased since ceilings 
were raised last September, and capacity operations 
are expected in the near future. Cement prices are 
about 10% above prewar, but production is sufficient 
to meet present needs even though operations are 
only 40% of capacity. A return to full production 
should meet no major difficulties. Prepared paint 


1Architectural Record, January, 1946 
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prices have risen about 7% since 1939. Production 
is being retarded by shortages of basic raw materials 
including drying oils, pigments, and varnish gums. 
No relief in drying oils is expected until next year. 

Stocks of heating equipment and plumbing fixtures 
are scarce. Metals for their production are in short 
supply and a labor shortage exists. Prices are about 
15% above those in 1939, and no expansion in out- 
put is expected unless ceilings are raised. 


Hourly Wage Rates in Construction 
Source: Engineering News-Record 


In Dollars 
February | 1941 % 1919 1916 % 
1946 Average | Increase || Average | Average | Increase 
Common labor..| .968 - 743 30 466 .192 143 
Skilled labor... .| 1.726 | 1.50 15 78 .58 34 


No insurmountable problems exist in most other 
building materials, such as roofing, lime and plaster. 
While price increases since the war have been small 
in these items and profits are narrow, there are no 
obstacles in the way of full-scale production. 

A recent survey? among dealers in building 
materials and residential contractors offers indica- 
tions that in the items in short supply—lumber, 
bricks, insulation board, lath and soil pipe—stocks 
have dwindled considerably since the beginning of 
this year. The report estimates that it will take six 
months to one year before normal building can be 
resumed, although there is a likelihood of some im- 
provement in the supply situation before spring con- 
struction commences. 

During the period of our participation in World 
War II, percentage increases in construction wage 
rates were considerably less than during World War 
I, especially for common labor. But percentages alone 
give a distorted view of the impact of wage costs on 
total construction costs. Building-material prices are 
about the same as they were seven months after the 
1918 armistice when the building boom commenced, 
but wage rates are considerably higher. The aver- 
age rate per hour for skilled labor now stands at 
$1.726 compared with $.78 in 1919, while that for 
common labor is $.968 compared with $.466. The 
current rate for common labor is about $.19 above 
that for skilled labor in 1919. (See table.) 

Site construction labor amounts to about 30% of 
total housing costs, including land. No government 
freeze on wages exists. This factor requires consider- 
ation in any effort to eliminate the more serious as- 
pects of imbalance among the several components of 
building activity. 

Harotp W. Sasse 
Division of Business Economics 
1See “Foundries Hit by Labor Shortage” p. 104 
*Bureau of Labor Statistics 


Fertilizer Supplies Stringent 
in 1946 


HE WORLD is likely to experience a million-ton 

shortage of essential fertilizer constituents in 
1946.1 This would mean about 13% of total require- 
ments for the year, Domestic supplies are likely to be 
stringent but only local shortages are likely to be 
felt, even though United States consumption will 
probably exceed the 1945 record total of 12.5 million 
tons. Expansion of capacity is being considered. The 
Victor Chemical Works, for example, is planning con- 
struction of a $2 million plant in Florida for making 
elemental phosphorous. 

Shortages estimated in the three principal fertilizer 
chemicals? are proportionally greater for nitrogen 
than for potash or phosphates. This has resulted 
from curtailment in the output of ammonium sul- 
phate, one of the principal sources of nitrogen, which 


Table 1: Requirements and Supplies of Fertilizer 
Constituents for 1946 
Source: Department of Agriculture 
Thousands of Short Tons 


Estimated Avail- 


Fertilizer Constituent 


Nitrogen\\(N) jcc 
Phosphates (P2Os)...... 
Potash (K2O) A. pistes. 
was brought about by the steel strike, since ammo- 
nium sulphate is produced chiefly as a by-product in 
coke manufacturing. This deficit can scarcely be 
offset by the procurement of nitrogen from other 
sources. The lack of ammonium sulphate at present 
is particularly unfortunate since fertilizer deliveries to 
consumers are expected soon to increase in volume. 
Resulting shortages are unlikely to be made up at a 
future date. 


DOMESTIC POTASH OUTPUT 

Production of only 800,000 tons of ammonium sul- 
phate was expected for this fiscal year, as opposed to 
900,000 tons in the 1946 fiscal year, an estimate which 
has recently been substantially reduced. Moreover, 
heavy commitments for Chilean nitrate in Europe 
preclude imports of this material in excess of 700,000 
tons for 1946. Despite curtailments, output of nitro- 
gen from other sources, such as synthetic ammonia 
and sodium nitrate from domestic plants, will prob- 
ably forestall the necessity of renewing government 
allocations of supplies.* 


1According to a recent report by the Committee on Fertilizers of 
the Combined Food Board. 

*See Table 1. 

’Government war plants are either still operating or are considered 
for renewed utilization for the output of nitrogen fertilizer products. 
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Deliveries of domestically produced potash for agri- 
cultural and chemical purposes attained a record high 
in 1945 for the eleventh consecutive year. Consider- 
able world shortages are expected for this year, even 
with supplies as high as last year.1 Nevertheless, these 
shortages are expected to be less critical than for 
nitrogen and phosphates, owing to the fact that Euro- 
pean soils were reasonably well supplied with potash 
during the war years and so will be less dependent 
upon American exports, which in 1945 amounted to 
over 87,000 tons. Potash shortages in 1946 will prob- 
ably apply chiefly to potassium sulphate. 


PHOSPHATE SUPPLY CRITICAL 


Supplies of various phosphates—notably superphos- 
phates—may prove critically madequate in 1946, 
owing to stepped-up foreign demands, chiefly in Eu- 
rope where production is curtailed by the lack of fuel, 
raw materials and transportation. This condition may 
be slightly alleviated by a surplus likely to develop in 
Belgium before June 1. On the other hand, there has 
been a considerable lag in the production of phos- 
phates from Moroccan deposits. Some improvement 
is expected for this year, although many limiting fac- 
tors will probably continue to persist. In the mean- 
time, plant expansions are unlikely to boost domestic 
production substantially before the end of this year. 
American output, though able to meet increased do- 
mestic demands, is scarcely adequate for export de- 
mands as well. 


Table 2: Annuai Fertilizer Tax-tag Sales 
Source: National Fertilizer Association 
Short Tons 


Total Tag | Total U. 8. 


ales 


Year South? Midwest? 


$3 year average 


L9BB-38o..... 2... 4,803,107 499,128 | 5,302,235 | 7,568,000 
BSS eae AEs owe 4,849,739 444,201 | 5,293,940 | 7,707,000 
iS). 4,859,253 533,422 | 5,392,675 | 8,249,000 
LO ar 5,237,355 631,291 | 5,868,646 | 9,183,000 
UU: are 5,387,314 747,977 | 6,135,291 | 9,949,000 
LORS teas eee. s siale 6,706,501 883,649 | 7,590,150 |11,463,000 
Le | ee 6,484,705 | 1,097,130 | 7,581,835 |12,072,000 
Ue 6,968,189 | 1,285,612 | 8,253,801 |12,500,000e 


1Alabama, Arkansas, Florida, Georgia, Louisiana, Mississippi, North Carolina, 
Oklahoma, South Carolina, Tennessee, Texas, Virgima 
‘TIlinois, Indiana, Kansas, Kentucky, Missour1 
et fertilizer distributed by Government agencies 
estima 
By and large, the consumption of fertilizers as indi- 
cated by fertilizer tax-tag sales? over the past ten 
years has expanded every year since 1939, and has 
made considerable strides since 1942. Largest sales in 
1945 occurred in North Carolina, Georgia, and Flor- 
ida, which together accounted for 3.5 million tons, 
or 43% of all tax-tag sales. 
As a result of prospective shortages, controls on the 


1Allocation of primary potash salts until supply and demand are 
more nearly balanced has been recommended by the Potash Producers 
Industry Advisory Committee. 

*See Table 2 


distribution of fertilizers through June 30 are ex- 
pected to be necessary by several producers and have 
been recommended by the Combined Food Board 
in order to assure adequate fertilizer supplies for 
Europe. It is hoped, however, that by 1947 world sup- 
plies of fertilizer will prove adequate enough for the 
withdrawal of governmental controls. The balance of 
supply and demand in 1947, however, will probably 


Fertilizer Tax-tag Sales! 
Source: National Fertilizer Association 
Thousands of Short Tons 
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be obtained not from decreases in requirements but 
rather from an increase in output. Europe will be- 
come more dependent on imports from Chile for its 
supplies of nitrogen since coal shortages in Europe 
preclude the production of synthetic products. Euro- 
pean supplies other than imports of potash and phos- 
phates are contingent upon the operation of salt 
beds, such as those at Stassfurt in Germany, and of 
the phosphate rock deposits in North Africa. Sup- 
plies of phosphates from Florida and other states and 
likewise those of potash from New Mexico, Califor- 
nia, and Utah are usually adequate for domestic 
requirements, as are those of nitrogen compounds 
when not complicated by adverse labor conditions 
and increased foreign requirements. 

Strong opposition to government control has been 
voiced in certain quarters, notably by the Eastern 
States Farmers’ Exchange. A spokesman for this or- 
ganization has denounced Congressional bills! for con- 
structing and leasing producing plants. Existing 
facilities, supplemented by further private construc- 
tion, were deemed adequate to meet future require- 
ments. 

G. K. Bett, Jr. 
Division of Business Economics 
1The Hill-Bankhead-Flannagan and Kefauver bills. These bills 


would presumably also authorize the purchase of phosphate and 
potash mineral reserves. 
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TABLE 1: MANUFACTURERS’ ORDERS, SHIPMENTS AND INVENTORIES 
Source: Department of Commerce 
Index Numbers, 1989=100 


1945 1944 Percentage Change 


Item November, | December, 


December |1945, to De- |1944, to De- 


Jay cember, 1945) cember, 1945 


2 ee ee ee ee ee, 


FRVEREGTIES, «sna sys Sekt aaee iio stead ee 7168.5 7165.6 164.6 164.3 164.1 168.4 -1.0 -1.0 
Durable goods... cy1e2 te caces rote e nates 7173.9 7181.7 184.7 184.9 187.8 192.3 -2.0 -11.4 
Automobiles and equipment............ 175.8 | r177.9 173.2 171.4 215.0 232.5 +5.6 20.4 
Tron and steel and products............. 7123.9 123.0 123.3 122.5 121.2 120.8 4.4 -1.9 
Nonferrous metals and products......... 7184.5 | 7136.8 145.6 145.9 145.6 148.1 -0.1 -9.3 
Electrical machinery.................-- 284.3 290.4 299.1 304.3 314.0 313.7 4.5 -13.4 
Other machinery)... .; S-pietees ose 7206.0 7206.1 209.2 210.1 209.5 213.9 -0.2 -3.9 
Transportation equipment.............. 7606.0 | 7792.1 819.1 821.6 791.5 837.1 -9.4 -34.4 
Nondurable goods.) 1c) «:sles:slotaievaisreses 7163.8 | 7151.5 147.1 145.7 143.7 147.5 -0.1 | +10.9 
Chemicals and allied products........... 7162.0 7161.2 159.9 158.8 156.1 157.1 +1.2 +4.4 
Food and kindred products............. 7178.3 | 7164.5 158.0 156.1 154.6 173.6 -1.0 +1.7 
Paper and allied products.............. 7150.7 7148.3 144.9 144.0 140.0 134.3 +4.2 +17.0 
Petroleum refining. |... -S7-; </<\<> sleg< 2 oe 7113.6 111.7 109.1 110.8 108.8 109.7 1s +1.6 
Textile-mill products................... 7127.4 7121.1 115.5 115.7 118.1 119.5 +1.8 +8.5 
Shipments jis. casas, eee ee « ae r 203 r 204 210 222 247 284 +4 -32 
Durable goods ..3'a.\gnacdans sou te 202 } r 203 216 262 320 390 -5 -51 
Automobiles and equipment. ........... r 119 102 118 182 247 303 -16 -67 
Tron and steel and products............. r 184 182 194 198 238 260 -1 -80 
Nonferrous metals and products......... r 192 | r 167 157 191 232 292 -6 -38 
Electrical machinery................... r 285 | r 288 305 897 464 566 -2 -51 
Other mischmeryiiccen ee ee r 236 r 256 254 295 363 416 +38 -41 
Transportation equipment.............. r 517 | r 592 796 1,233 1,594 2,449 +1 -79 
Nondurable goods............-..00+.0055 r 204 | r 205 206 194 196 210 —4 -7 
Chemicals and allied products........... r 199 | r 192 199 201 214 214 4 -10 
Food and kindred products............. r 227 236 241 213 221 225 2 a | 
Paper and allied products.............. r 183 178 183 173 166 177 -12 -9 
Petroleum and coal products............ r 165 153 183 183 199 208 +16 -8 
Textile-mill products................... r 165 r 167 167 165 154 190 +8 6 
New Ordersi. fit. sd acis etree cnte one ohiie r 184 |r 180 166 133 186 238 +8 -20 
Durable: go0dsiii..5i «i. 's.s;<is'stele aniilabes weer TEATL a 7 166 121 53 179 276 -1 -39 
Tron and steel products...............+. r 181 r 176 119 83 176 216 +13 -5 
Electrical machinery............-..... r 239 |r 178 110 a 270 266 b -11 
Other machinery ty 3.55 jsmyehes qeeis ices ae r 166 | r 147 112 a 170 528 -10 -72 
Nondurable goods. sisieis iets so tetera ae ice we r 196 | r 198 194 181 190 216 +4 +6 
aValue of orders canceled exceeded new orders received bLess than + 0.5% rRevised 

durable goods industries participated in the decline 

from November, each group falling off by about 5%. 

Year-end Inventory Because of the General Motors industrial dispute, ag- 

gregate shipments of the automobile companies de- 

Change Ss Small Table 2: Estimated Value of Business Inventories 


Source: Department of Commerce 
Billions of Dollars 


ANUFACTURERS’ inventories at the year end 
were valued at $16.6 billion, or only 1% below 

a year earlier. A 2% decrease in durable goods inven- 
tories in December represents a continuation of the 


Classification 


ber, 1945, en 1944, 


to Decem- toDecem- 


ber, 1945|ber, 1945 
trend of the past two years, but at a somewhat slack- Sy Tir ed all ee | eee eee 
so ae Total... casas : ; ; ; 2.6 | 41.6 
ened rate. The automobile industry was the only hae ETE ; ol cae 
durable goods industry to record an increase for the Retailers........ ; ; ; 9} 9.0] 48.4 
month, while transportation equipment other than Wholesalers : 
rRevised 


automobiles registered a 9% drop. Inventories held 
by the nondurable goods firms recorded practically clined 16%. The decline in shipments of the non- 


no change during the month but rose nearly 11% in durable goods industries was owing principally to 
the year. curtailed deliveries of the paper and wearing apparel 

The value of manufacturers’ shipments in Decem- industries. While this decrease in deliveries of the 
ber declined nearly 5% from November to an esti- apparel industry is partly seasonal, it also reflects 


mated total of $9 billion. Both the durable and non- reduced output resulting from cuts in military orders. 
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Chart 1: Manufacturers’ Shipments 
Source: Department of Commerce 
Percentage of Total Shipments 
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Chart 2: Manufacturers’ Shipments: Nondurable 
Goods Industries 
Source: Department of Commerce 
Billions of Dollars 
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1939 1940 1941 1942 1943 1944 '1945. 


In contrast with these two industries, deliveries of 
the textile and petroleum industries (1939=100) in- 
creased about 8% and 16%, respectively. 

The net value of new orders received by manufac- 


Chart 3: Manufacturers’ Shipments: Durable 
Goods Industries 
Source: Department of Commerce 
Billions of Dollars 
100 


90 


80 


70 


OTHER 


60 


TRANSPORTATION 
EQUIPMENT 
EXCEPT A AUTOMOBILES 


50 


AUTOMOBILES 
AND EQUIPMENT 


40 
MACHINERY 
EXCEPT ELECTRICAL 

30 
ELECTRICAL 

; MACHINERY 
oo SSS NN NONFERROUS METALS 
BS AND THEIR PRODUCTS 


Be 
10H / IRON AND STEEL 
AND THEIR PRODUCTS 


1939 1940 1942 1943 1944 (945 


turers in December increased slightly, but was much 
less than a year earlier. Demands continued strong 
for the products of three important nondurable goods 
industries—food, textiles and petroleum. However, 
the new business received by these industries was 
partly offset by decreases in new orders received by 
two other important nondurable goods industries— 
paper and chemicals. New orders received by the dur- 
able goods industries declined very slightly in the 
month but were down 39% in a year. However, this 
slight. change resulted from strong but offsetting 
movements among the various industries in the group. 
New orders placed with the iron and steel industry 
rose 13% in a month, partly induced by fears of the 
strike slated for January, while the machinery (other 
than electrical) industry recorded a drop of 10%. 


Anita R. Kopretson 
Statistical Division 
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Foundries Hit by 
Labor Shortage 


ANPOWER is the chief factor holding produc- 
tion of urgently needed castings far below ca- 
pacity. Reaching its peak in 1943, foundry employ- 
ment has been in a sharp downward trend ever since. 
(See chart.) Average hourly earnings in the in- 
dustry increased 37% from 1941 to 1945, but have not 
been high enough to offset working conditions and 
attract returning servicemen as rapidly as desired. 
Latest reports indicate some easing in the situation. 
The second important deterrent to expansion is 
the tight supply of pig iron and iron scrap. The steel 
strike cut inventories to a low level, but most foun- 
dries not struck continued to operate at a reduced 
rate. As the strike ended, cast grades of scrap were 
almost unobtainable. 


PLANS FOR EXPANSION 


Civilian Production Administration recently an- 
nounced plans to reopen three blast furnaces and ex- 
pand production of other furnaces to step up the flow 
of pig iron, especially foundry and malleable grades. 
Castings are critically needed for housing materials, 
such as soil pipe, radiators, bathtubs and sinks, and 
for farm machinery, automobiles and other consumer 
durable goods. In early February, backlogs of or- 
ders for gray iron and malleable castings amounted 
to about three months and seven months output, re- 
spectively. 

Shipments of gray iron castings in 1945 totaled 
8,753,392 net tons, or 4% below 1944. (See table.) 
This branch of the industry produces about 75% of 
all ferrous castings and is one of the worst bottle- 
necks in the automotive and building fields. Last 
year’s production was only about 50% of a capacity 
of 19 million tons. CPA estimates that 40,000 more 
workers would be needed to expand output to a near- 
capacity level that would meet the current demand 
for consumer goods. 


OPA ACTION 


Essential construction now being planned will re- 
quire a rise in cast-iron radiator production from 1.2 
million square feet in January, 1946, to 6 million 
square feet monthly in 1946 and 1947. Makers of 
cast-iron soil pipe need 2,500 more men to increase 
output 40%, to carry out the building program. Gray 
iron founders seek further price adjustments to help 
alleviate their difficulties. 


1Some castings were allowed a 10% increase in ceilings on September 
17, 1945. 


The malleable iron castings industry has also been 
operating at about 50% of capacity in recent months. 
Last year’s deliveries declined 10% from the 1944 
peak, but monthly totals remained well above the 
1935-39 average. Employment should be boosted 
15% to provide small but vital parts for refrigerators, 
automobiles, railroad equipment and other goods for 
which a pent-up demand exists. A substantial de- 
crease in 1945 shipments was reported by the steel 
castings industry. Total shipments of ferrous cast- 
ings were 9% less than in 1944. The decline occurred 
mostly in July, with subsequent changes smaller. (See 
table.) 


Shipments of Iron and Steel Castings 


Sources: Bureau of the Census; War Production Board 
Thousands of Short Tons 


5 Gray Iron Malleable Steel Total 
oe Castings’ | offen. | Castings | festings 
1943 
JANUATIe ene 721.6 6 781.24 
February........ 683.3 67.9 751.2a 
March.. 796.6 76.5 873.1la 
Nag Be ant eae 820.3 70.7 891.0a 
MARY tote nite eve 800.3 69.1 869.44 
JUNE, s.ceyens yee ee 814.2 70.6 884.84 
Duly: cere os < 712.2 68.0 977.8 
Augusts i; a. doles 744.3 68.5 996.6 
September....... 785.4 71.9 1,059.3 
Octoberer..a5 > 786.6 72.2 1,057.6 
November. ...... 760.9 72.8 1,036.2 
December........ 792.1 76.8 1,082.5 
Total aipica.s a. 9,217.8 844.6 .36] 11,260.7%c 
1944 
January. 2 ee 165.4 74.5 1,077.5 
February........ 164.4 73.2 1,049.6 
March.. 828.6 81.2 1,184.7 
Apriliy tars. 2% he 757.9 69.4 1,031.6 
May essec084 57% 790.7 72.3 1,073.4 
JUNC Se. Hoe 763.5 71.8 1,035.5 
July. tore sew. 4: 689.7 61.7 928.1 
AUPUSE. «of urls ous 178.2 70.2 1,053 .2 
September....... 745.0 72.8 1,007.2 
October.......... 780.5 76.9 1,055 .2 
November....... 760.4 77.5 1,034.4 
December........ 741.5 76.8 1,009.1 
Total. . 9,165.7 878.2 12,489 .3 
1945 
January f.a0cche 791.4 78.8 1,071.4 
February........ 752.3 15.2 1,013.9 
Marchvesnsccn. 857.6 85.3 1,154.8 
Aprilinizanacoee 774.0 76.1 1,040.3 
May (Acts 798.1 79.6 1,064.1 
DUNG! ebsticnase te: 781.9 72.0 1,021.0 
July. 689.7 55.8 879.1 
Augast, tcc. 682.8 52.6 859.2 
September....... 661.7 47.0 819.3 
October.......... 684.5 59.1 863.5 
November....... 667.5 57.3 838.5 
December........ 611.9 51.9 769.9 
otal 2a. 22 8,753 .4 790.7 11,395 .0 


aExcludes steel castings 
bSix months’ total 
eSix months’ total for steel castings 
OPA has scheduled meetings to consider the wage- 
price questions of foundries and make adjustments in 
line with current government policy. Some price rises 
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Average Hourly Earnings and Employment in 
Foundries 
Source: Tat ConrerEnce Boarp 
Index Numbers, 1923=100 


Cesrertisica dria tpi 
1944 1945 1946 


have already been granted, such as the one to break 
the bottleneck in the production of badly needed cast- 
iron soil pipe. The foundry industry looks ahead to 
a long period of tremendous demand for their prod- 
ucts. Founders hope for enough price relief to allow 
the wage increases expected to solve their manpower 
problem. 


Marsorie E. Jupp 
Division of Business Economics 


Whiskey Supplies 
To Remain Low 


A Ne AMOUNT of whiskey bottled in 1946 will 
be less than that offered in 1945 owing to re- 
strictions on the use of grain. Inventories will be re- 
duced again since output probably will not equal 
the amount withdrawn from aging stocks. Although 
stocks at the beginning of this year were slightly 
higher than a year earlier, they were still only 63% 
of what the industry considers “normal.” 

Although reconversion from wartime industrial al- 
cohol to peacetime alcoholic beverage distilling was 
expected to be relatively simple, a number of prom- 
lems have hampered full-scale operations. Most se- 
rious is the world-wide shortage of grain, necessitat- 
ing strict limitations on its use in all industries.’ 
Distillers have also been affected by a shortage of 
cooperage facilities and the tight supply of glass and 
paperboard products. 

Beverage distillers were able to produce 101.6 mil- 

1See discussion of grain situation on p. 96 


lion tax gallons of whiskey in 1945, their first substan- 
tial output since 1941, when production amounted to 
135 million gallons. With the exception of three 
month-long holidays, the industry operated at full 
capacity to produce war alcohol from October, 1942, 
until the middle of 1945. The 1945 beverage alcohol 
production total was the result of two month-long 
holidays and five months’ operations under continued 
government restrictions, including grain allotments 
which for December equaled ten days’ mashing ca- 
pacity. 

Grain allotments for the first half of 1946 were 
reduced from the ten-day mash in January to seven 
and one-half days in February and possibly only five 
days a month for March-June inclusive. This restric- 
tion on production to be added to aging stocks in 
1946 promises a further decline in withdrawal for con- 
sumption. Withdrawals in 1945 amounted to 60.5 
million tax gallons, as compared with 64 million in 
1944, During periods of limited output, producers 
tend to decrease withdrawals of straight whiskey, and 
bottled-in-bond whiskey to conserve diminishing 
stocks. At the same time they increase their bottled 
output of whiskey blended with neutral spirits to 
meet demand. 

Bottled output in 1945 reached 150 million wine 
gallons, 25% above 1944 and 3% above the 1942 
record high of 146 million gallons. However, the 
composition of the total offered for consumption re- 
vealed much greater emphasis on blended whiskeys 
and significant reductions in straight and bonded of- 
ferings. Of the 1945 total, 83% was blended whis- 
key, up 6214% over the amount of blended whiskey 
bottled in 1944. Straight whiskey put into consump- 
tion channels last year equalled only half of the 1944 
figure, and bonded whiskey was down more than 


25%. 
THE INVENTORY PICTURE 


Since production exceeded withdrawals in 1945, 
inventories increased slightly for the first time since 
1941. At the beginning of 1946, whiskey stocks 
amounted to 270 million tax gallons, after allowance 
for losses through leakage and evaporation. Stocks 
declined rapidly after 1941, falling far below the level 
of 425 million gallons which has been termed “nor- 
mal” for the industry. (See chart.) The necessity to 
extend stocks on hand until production can more 
nearly equal consumption will probably cause a fur- 
ther reduction in withdrawals. Whiskey withdraw- 
als in December, for example, were 17.4% below De- 
cember, 1944. 

The curtailment of domestic whiskey supplies is ex- 
pected to be accompanied by an increase in imports 
of distilled spirits. Shipments of cognacs and brand- 
ies from France are anticipated on a comparatively 
large scale, contributing to the increase expected in 
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Whiskey Inventories Stored in Government 
Bonded Warehouses 
Source: Treasury Department 
Millions of Tax Gallons, on December $1 
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total shipments. This should alleviate the tight sup- 
ply situation. 

Scotch whiskey imports will not increase to prewar 
levels for several years—not until 1948 at the earliest, 
since the distilleries are operating at less than 50% 
of capacity during the current grain shortage. 


TAX RETURNS AT NEW RECORD 


Federal tax receipts from all alcoholic beverages in 
1945 amounted to five cents of each dollar collected in 
taxes. The total was 14% higher than the 1944 rec- 
ord. Domestic distillers paid $1,415 million, and 
brewers contributed $656 million. The total, includ- 
ing taxes on wines and imported spirits, was $2,370 
million. 

Frances H. FRAzER 
Division of Business Economics 


Cost of Living 
in December 


| Bee costs of families of wage earners and lower- 
salaried clerical workers rose 0.4% from Novem- 
ber to December to stand at 107.1 (1923=100), the 
highest point reached since January, 1921. Increased 
prices quoted on fruits and fresh vegetables and 
slightly higher prices for fish were mainly responsible 
for the 0.9% rise to 114.9 in the food index, which 
was the major factor in the increase noted in the “all 
items” index. Minor gains occurred in the men’s 
clothing, fuel and light, and sundries indexes. 

The 1923 dollar continued its downward trend in 
purchasing power and was worth 93.4 cents in Decem- 
ber, compared with 93.7 cents in November and 94.6 
cents a year ago. 


INDUSTRIAL CITIES 


Higher living costs were noted in December in 57 
of the 63 industrial cities surveyed. The greatest rise, 
1.7%, occurred in Spokane, followed by 0.9% in St. 
Louis. The median increase was 0.4%. Atlanta and 
Milwaukee showed no change. Declines of 0.1% oc- 
curred in Birmingham, Lansing and Sacramento, and 
of 0.2% in Macon. Compared with December, 1944, 
living costs rose in 62 of the 63 cities. The median 
rise was 1.45%. 


G. M. Grays, Jr. 
Statistical Division 


COST OF LIVING IN THE UNITED STATES, AND PURCHASING VALUE OF THE DOLLAR 
Index Numbers, 1928=100 


Weighted Clothing Fuel and Light ; ? i 

Date Average of Housing! Sundries Value of 

All Items Total Men’s Women’s Total? | Electricity Gas Dollar 

1944 December........ 105.7 112.8a 91.0 94.0 103.0 84.9 95.8 66.9 94.5 114.8 94.6 

1945 January..........| 105.7 112.1 91.0 94,2 1038.4 84.9 95.8 66.9 94.5 114.9 94.6 

February......... 105.5 111.2 91.0 94.3 103.6 84.9 96.1 66.9 94.5 115.1 94.8 

Marchi. cosas 105.4 110.8 - 91.0 94.5 103.8 85.2 96.1 66.9 94.5 115.2 94.9 

ADT gas. ss scenes 105.8 111.6 91.0 94.8 104.0 85.5 96.0 66.9 94.5 115.3 94.5 

Bs cre ters Pts nit 106.2 ue 91.0 94.9 104.1 85.6 96.2 66.9 94.5 115.5 94.2 

FUNEZS. -ktledeeiee 106.9 114.8 91.0 94.7 103.8 85.5 96.3 66.9 94.5 115.5 93.5 

A Sot aoe 106.9 114.9 91.0 94.6 103.8 85.3 97.3 66.9 94.5 115.3 93.5 

August.... 106.6 113.9 91.0 94.6 103.9 85.3 97.5 66.9 94.5 115.4 93.8 

September........ 106.2 112.9 91.0 94.6 108.9 85.3 97.4 66.9 94.5 115.3 94.2 

October. 54.0.1. 106.3 112.8 91.0 94.9 108.9 85.8 97.4 66.9 94.5 115.4 94.1 

November...... 106.7 113.9 91.0 94.9 104.0 85.7 96.9 66.9 94.5 115.5 93.7 

December........ 107.1 114.96 91.0 94.9 104.1 85.6 97.1 66.9 94.5 115.7 93.4 
Percentage Changes 

Noy. 1945 to Dec. 1945.]  +0.4 +0.9 0 | 0 +0.1 0.1 +0.2 / 0 : 0 +0.2 -0.3 

Dec. 1944 to Dec. 1945.] +1.3 +2.3 0 +1.0 +1.1 4+-0.8 +1.4 0 0 +0.8 -1.3 


1Data on housing collected twice annually, May 15, and October 15. It is assumed 
no has occurred since October 15, 1945, 
‘Includes fuel as well as electricity and gas 


aBased on food prices for December 14, 1944 
bBased on food prices for December 13, 1945 


Chronicle of Business 


January 

26 Ford and Chrysler settle wage disputes with raises of 
18 cents and 18% cents an hour, respectively. Meat 
packing plants seized; CIO and AFL meat packers 
to return to work. Railroad workers, except train- 
men and engineers, agree to arbitrate wage dispute. 
Snyder transfers housing powers to Wyatt, Adminis- 
trator of National Housing Agency. Government to 
fight curbs on international communications. 


27 RCA grants wage rise of 1714 cents an hour to electrical 
workers. United States and Britain agree on com- 
mercial air rates. 


28 Small advocates steel price rise and holds full produc- 
tion more important than price stabilization. 


29 Inventory controls tightened on several steel products. 
Wyatt urges ceiling on building lots; says 2.5 million 
homes needed in 1946. House votes by large majority 
to return United States Employment Service to states, 
contrary to Truman’s proposal. 


February 

1 Civilian Production Administration limits inventories of 
iron and steel products to a 45-day supply. Truman 
transfers functions of Surplus Property Administrator 
to War Assets Corporation, pending establishment of 
War Assets Administration on March 25. Collet 
authorizes .5 cent a pound rise in refinery sugar price; 
effective date to be announced. 


3 Brass millworkers strike in two major companies. 


4. New York harbor tugboat workers strike. Radio manu- 
facturers ask higher prices. Treasury to continue low 
interest-rate policy. 


5 OPA restores ceilings on used machine tools. CPA ex- 
tends cotton fabric conservation order indefinitely. 
Civil Service System returned to peacetime basis. 


6 Truman says world food shortage compels cut in U. S. 
grain product consumption; use of wheat banned in 
making alcohol and beer; more flour to be made. Ickes 
reveals practically all federal curbs on coal will end 
by April 1. Government seizes New York tugboats. 
Hard-lumber producers’ ceiling raised. Big four rubber 
companies to bargain jointly with CIO on wages and 
hours. 


7 CPA orders tinplate makers to give priority to orders 
for packing food and drugs. Battery producers warned 
to stretch lead supply; 1946 deficit of 180,000 tons 
foreseen. New York fuel rationed, heating reduced, 
“brownout” ordered. 


8 Subsidies proposed to speed building materials produc- 
tion. CPA orders makers of nylon stockings and men’s 
shirts to stop production until manufacturers’ inven- 
tories are reduced to a “practical minimum.” Repack- 
aging of drugs to prevent damage and spoilage halted 
by steel strike. 


9 Electrical workers end strike against General Motors; 
18.5 cents an hour wage rise granted. 


10 New York Western Union strike ends; wage dispute to 
be arbitrated. 


12 Price decontrol to be delayed until well into 1947, says 
Bowles. To save fuel, New York mayor orders 18- 
hour closing of everything except dwellings and 
places essential to general welfare. 


13 Ickes resigns, effective February 15. CPA lifts ban on 
output of four hosiery and shirt manufacturers. Price 
control suspended on several minor nonferrous metals. 
OPA authorizes makers of metal musical instruments, 
household sewing machines and refrigerator cabinets 
to apply for price increases. 


14 Truman announces new wage-price policy. Bowles suc- 
ceeds Collet as chief of the Office of Economic Stabil- 
ization; Porter heads OPA. New York tugboat men 
return to work; dispute to be arbitrated. Prices raised 
on some cotton fabrics. 


15 United States Steel Corporation and CIO settle strike 
with 18.5 cents an hour pay rise; $5 a ton average price 
increase granted. 


16 ALCOA agrees to 19 cents an hour wage rise without 
retroactive clause. 


17 CPA puts distribution curbs on steel mill products until 
normal supplies are restored. Radio frequency 
standards set to cover microwave range up to 90,- 
000 times higher than present broadcast band. 


18 Steel fabricators await definite price relief before settling 
strike. Bowles declares new wage-price policy prevents 
price increases in food, rent and clothing, but allows 
“bulge” in metal goods. Prefabricated home prices 
raised to basis of current material and labor costs. 


19 Steel industry to get average price rise of $4.50 a ton 
by March 1 and an additional $.50 by March 22; steel 
mills may sell products on adjustable pricing basis, 
effective as of February 15. Bowles urges extension 
of price control until June 30, 1947, to prevent infla- 
tion. Telephone workers vote strike; date not set. CPA 
announces plans to reopen three blast furnaces to step 
up pig iron production. CPA grants priority aid to 
makers of fractional horsepower motors. 


20 Collet-Bowles pay-price order authorizes wage increases 
without government approval until March 15; pay 
rises must be approved later, if used as basis for price 
relief application. To expand low-cost clothing output 
by at least 50%, OPA plans average price rise of 5% 
in staple fabrics and apparel; CPA tightens distribu- 
tion controls. 


21 Kaiser enters aluminum industry with leases on two 
plants. Federal Reserve experts call government debt 
policy potentially inflationary. Anderson asks 3.2 
million acre expansion of farm crops. CPA bars use of 
cane alcohol in making beverages. SPA reports $3 
billion surplus of radio and electrical material, much of 
it suitable only for salvage and scrap. 


22 AFL blames CIO for break in price line; CIO steelwork- 
ers urge price control extension. 


Selected Business Indicators 


(Annual Statistics Appear in ‘The Economic Almanac 1945-46,” Page 156) 


1946 1945 Percentage Change 
Item Unit December, January, 12 Months, 
January December November October January ote one 12 Mantis, 
1946 1946 1945 
Industrial Production 
Total (BRB OS)is oe, . stieesel sc tere 1935-39=100 |] p 159 164 168 | r 162 234 -3.0 -82.1 -13.8 
Manufacturing (FRB) (S)........ 1935-39 =100 |] p 163 | r 169 173 | r 168 251 -3.6 -85.1 -15.0 
Durable goods (FRB) (S).......|} 1935-89 =100 ? 167 186 | r 191 |r 186 345 -10.2 -51.6 22.3 
SHOE ic, Sana «cent eee eee 000 net tons ||p 3,869 |r 6,059 6,201 5,598 7,206 —36.1 46.3 -11.1 
Pig wonscscces ah eau weee 000 net tons n.d. 4,323 4,026 3,388 4,999) +7.46 -13.5c¢ -12.5 
Copper (refined) net tons 69,008 66,062 70,218 70,363 67,726 +4.5 +1.9 -23.3 
ea (refitted) oo ees eee © net tons 51,054 45,399 47,824 47,462 49,099 +12.5 +4.0 2.7 
Zine (slab). :..cse oneness pee net tons 65,959 66,104 64,337 65,614 70,492 -0.2 -6.4 -11.3 
Glass containers............-. 000 gross n.d. 8,603 |r 8,978 9,885 17,6674 —4.2b +12 .% +5.3 
Timbers aca cnoeeeuueh eee million bd. ft. n.d. 1,600 1,840 2,025 2,108! -13.06 -23.9¢ -16.2 
Machine tools!............... 000 dollars 80,406 23,276 26,084 $1,200 $7,353 +30.6 -18.6 -18.1 
Machinery (FRB)..........-. 1935-39=100 |p 223 284 @31}r 292 431 4.7 48.3 -21.8 
Transportation equip. (FRB). .|} 1985-89 = 100 Pp 213 Q15 |r 251 |r 258 706 -0.9 -69.8 -32.2 
Antomobiles.« nese ce oeser ot ¢ units 58,775 30,022 34,611 16,839 0 #95.83)— feectili sheets 
Nondurable goods (FRB) (S).. . .|| 1935-89=100 |] p 159 156 158 154 175 +1.9 -9.1 -3.0 
CottGnt sec. nen nrnetions sates bales 811,368 651,784 743,450 759,806 850,425 424.5 —-4.6 -5.6 
WOO sien dieu csr ages million pounds na.|p 48.3 61.6 |r 55.8 49 8a) -6.2b -3.0¢ +3.9 
Rayon yatn?.. 23... --eseceess million pounds na.|p 60.7 52.8 53.2 49 .0a -4.0) +3.5c) 411.7 
Food prod., mfd. (FRB) (S). ...|} 1985-839 = 100 p 149 | r 150 150 | r 143 155 “O17 -3.9 -1.6 
Chemicals (FRB) (S)......... 1935-89=100 |p 37|r 234 229 |r 229 317 +1.3 -25.2 -12.3 
Newsprint, North American. ..|/ short tons 427,019 365,840 391,383 403,526 351,737 +16.7 +21.4 +8.3 
PRDED adie cra amemrce erste % of capacity 94.7 91.0 95.5 95.9 86.7 +4.1 +9.2 +1.1 
Paperboard, ava. peer cs % of capacity 90 85 95 97 91 +5.9 -1.1 -0.1 
Boots and shoes*.............. thous. of pairs |}e 35,000 |e 41,000 40,043 42,163 39,670 -14.6 “11°38 +6.4 
Cigarettes (small)?............ millions 25,226 16,061 25,406 31,340 20,077 +57.1 +25.6 +11.8 
Mining (FRB) (S)...........+5. 1935-89=100 |]  199|/r  193|7r 188 124 140 44.5 -0.7 ~2.1 
Bituminous coal.............. 000 net tons || p 54,100 46,100 50,720 39,213 52,760 +17.4 +2.5 7.0 
Anthracite; 22. ccc teemces 000 net tons |p 5,045 |) r 3,975 4,533 5,278 4,195 +26.9 +20.3 -13.9 
Crude petroleum‘.............|/ 000 barrels e 4,600 }e 4,550 4,508 4,277 4,748 +1.1 -3.1 +2.4 
Electric power ,{ . .60.0sscieec neces million kwh 4,054 4,056 3,946 3,946 4,554 d -11.0 3.2 
Construction®.....................|| 000 dollars 357,501 330,685 370,087 $16,571 140,949 +8.1 +153 .6 +65.5 
Heavy engineering—Public’........ 000 dollars 22,163 16,410 16,728 15,313 13,958 +35.1 +58.8 -16.5 
Heavy engineering—Private’....... 000 dollars 47,493 43,093 46,413 44,546 8,091 +10.2 +487.0 +217.1 
Distribution and Trade 
Carloadings, total®................ thousand cars 126.5 699.3 797.3 794.8 152.2 +3.9 -3.4 -3.4 
Carloadings, miscellaneous®,........ thousand cars 816.2 313.0 353.7 360.1 368.0 +1.0 -14.1 -8.8 
Retail trade (NICB) (S)........... 1935-39 = 100 n.d. 200.2 |.r 207.8 195.4 182.84 ~3.7b +9.5c +4.6 
Department store sales (S).........|] 1985-89 =100 226 r 216 r 226 213 197 +4.6 +14.7 +11.3 
Variety store sales (S)............. 1935-39 = 100 n.d. 163.8 172.2 169.6 157.8a| —4.9b +3.8¢ +1.5 
Rural retail trade (S).............. 1929-31 =100 n.d. 167.5 | r 211.9 189.7 153. 5a -21.0b +9.1e¢ +5.1 
Grocery chain store sales (S)’....... 1935-39 = 100 n.d. 202.0 204.6 191.4 183 .6a -1.36 +10.0c +0.2 
Magazine advertising linage........ thous. of lines 4,139 4,037 4,804 5,094 3,572 +2.5 +15.9 +16.7 
Commodity Prices 
All commodities (BLS)............ 1926 =100 p 107.1}p 107.1 106.8 105.9 104.9 +2.1 +1.7 
Raw materials... ....3s.000.0+06 1926 =100 118.3 119.2 118.9 116.6 115.1 -0.8 +2.8 +3.2 
Semi-manufactured articles....... 1926=100 97.6 97.6 96.9 96.8 94.9 0 +2.8 +1.8 
Manufactured products.......... 1926 =100 p 102.9|p 102.5 102.2 101.9 101.3 +0.4 +1.6 +1.0 
Bari products, . 1..(mvus en aor re 1926 = 100 129.9 181.5 ISL. 127.3 126.2 -1.2 +2.9 +3.9 
P0085 can Aerie a aise cae peels 1926 = 100 107.3 108.6 107.9 105.7 104.7 -1.2 42.5 +1.2 
Sensitive industrial (NICB)®........ 1929=100 95.4 96.0 97.1 97.1 96.5 -0.6 -1.1 +0.8 
Sensitive farm (NICB)®............ 1929=100 182.7 182.3 182.0 1380.2 124.4 +0.3 +6.7 +4.9 
Retail prices (NICB).............. 1926=100 na. 103.1 102.5 101.9 101.2a +0.6b +1.9¢ +2.0 
Securities 
Total stock prices(Standard & Poor’s)|| 1935-39 = 100 144.8 189.7 136.9 182.0 108.4 +8.7 +33 .6 +21.7 
Industrials ss /<.0< sac sear es 1935-39 = 100 147.5 142.2 188.7 184.5 110.4 +3.7 +83 .6 +21.2 
Railtoadsy,...00 se teens ee 1935-39 = 100 164.3 157.1 154.2 145.1 120.7 +4.6 +36.1 +35.5 
Weilitieai es. ccitrmetoccs aateent on 1935-39 = 100 124.0 120.2 120.8 114.4 93.8 +3.2 +82.2 +18.0 
Total no. shares traded N.Y.Stock Ex.|} thousands 69,182 47,314 52,253 46,499 50,813 +46.2 +36.2 +46.7 
Corporate bond yields (Moody’s). . .|} per cent 2.73) 2.80) 2.82 2.84 2.9 2.5 -8.1 -5.8 
Financial Indicators 
Bank debits, outside New York City) million dollars 41,975 47,774 $9,255 89,006 40,305 -12.1 +4.1 +3.8 
New capital corporate issues........ 000 dollars 131,170 164,293 60,276 213,629 44,071 -20.2 +197.6 +88.0 
Refunding issues......... tee eeees 000 dollars 112,954 $37,041 101,549 988,931 278,900 -66.5 -59.5 +98.0 
Comm., industrial and agric. loans’, .|| million dollars 7,272 |r 7,148 6,659 6,267 6,405 +1.7 +13.5 L +0.6 
National income payments......... million dollars n.a.}|p 14,248 |r 18,075 18,531 14,405a +9.0b -l.le} §+2.5 
Money in circulation, end of month.|] million dollars || p 27,920 | r 28,515 28,211 28,049 25,290 -2.1 +10.4 +18.5 
Pal acta ate ed sc eee rh ante ced IBS EAD haa IE ee | ad el lll) et i Ee Sr 
SAdjusted for season variation Shipments  *Consumption; ci i “paid wi 
in data er to1944 ‘Average daily ‘Average weekly a) je Tbe Dapiavne Nama de avcare se Me pnt perdon aswe e p pores 


aDecember, 1944 Percentage change, November, 1945, to December, 1945 ePercentage change, December, 1944, to December, 1945 dLess than 0,05% eFstimated 
n.a.Not available pPreliminary rRevised 
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Survey of Business Practices 


Management-Stockholder Relations 


HILE methods and practices differ, there is 

general agreement by management that stock- 
holders must be kept fully informed so that they can 
grow in understanding of management’s problems and 
policies, according to business executives cooperating 
in this month’s survey of business practices. This 
view is well summed up in the following comment of 
an executive of an abrasive company: 


“T feel that one of the most important things which 
management can do today is to keep stockholders (many 
of whom in larger organizations are employees) better 
informed with respect to the affairs of the industry and 
likewise the scope of the business, as well as a better 
knowledge of the products that are used. I think the 
time is here now—a little late I will admit—where there 
should be a better public relations job done affecting the 
mutual interests of employees, stockholders, and man- 
agement.” 


Pointing out that the “general trend is one of more 
frankness and more information than in times past,” 
a leading executive introduces a note of caution that 
the “first question management has to answer is one 
of basic philosophy as to stockholder relations. There 
is not only opportunity for wide differences of opinion 
but much justification for these differences predicated 
on the facts of the individual corporation. As a basic 
generality, stockholders are entitled to all the infor- 
mation they desire provided giving that information 
does not conflict with the best interests of the cor- 
poration. Where it does conflict, it seems usually 
to fall into one of two categories: (1) information 
that management considers as confidential in the 
sense that publicity would harm the corporation and 
(2) bearing in mind that it is quite possible for top 
management to devote so much time and attention to 
stockholder relations that the best interests of the 
corporation suffer.” 

Much has been done to build better stockholder 
relations, but it is also noted that considerable addi- 
tional effort is required. This view is presented most 
strongly by the head of a chemical concern. Observ- 
ing that there has been a “noticeable improvement in 
annual reports of a good many companies,” this ex- 
ecutive believes that the “majority of corporations 
have made a mistake in not presenting more detailed 
pictures of management’s problems to their stock- 
holders. I am sure if stockholders had been fully 
informed on some of the phases of management-labor 
relations there would not be the present lack of un- 
derstanding of the nature of the demands made by 


certain unions. Organized labor has devoted a good 
deal of attention to the development of propaganda 
from labor’s viewpoint, and management has, by and 
large, done nothing worth while to put forward its 
views in a fashion likely to be understood by stock- 
holders and transferred by them to their friends. 

“Actually,” he goes on to point out, “the stockhold- 
ers of all American manufacturing concerns constitute 
a numerically important section of the total popula- 
tion. It is just too bad that management has not 
taken advantage of this by directly acquainting these 
stockholders with some of the possible effects of the 
demands now being made by the vocal organizers of 
labor.” 


ORGANIZING EDUCATIONAL CAMPAIGNS 


Executives experienced in stockholders’ educational 
campaigns observe that after management of a 
company has decided that better relations are desired 
and needed, there remains the big task of effecting it. 
How can objectives be best obtained? What do stock- 
holders want to know? What media for disseminating 
information should be utilized? What changes should 
be made in the format and content of existing media, 
particularly annual reports? Such problems, it is 
pointed out, can only be solved adequately by a well- 
planned, well-coordinated, and expertly directed cam- 
paign. Also, such a campaign is “bound to be a long, 
drawn-out affair, not something that can be set up 
and accomplished in any one year.” 

A review of the experiences and practices of a few 
of the many companies which have devoted much 
effort to improving relations is suggestive of methods 
that may be followed. Practices and policies differ, as 
do content and format of reports to stockholders. 
Complete uniformity is never to be expected or neces- 
sarily desired as situations confronting individual 
companies vary markedly. For example, the stock of 
a number of companies cooperating in this survey is 
closely held, and in some instances all the stockhold- 
ers are represented as officers. Obviously, such con- 
cerns do not have the same problem as do companies 
with a wide distribution of stock. Average stock- 
holder ownership or the extent to which stock is held 
by institutions may also influence the type of edu- 
cational campaign undertaken. Industries, too, vary 
as to the amount of information that is available on 
operations and general conditions, while certain situ- 
ations within an industry or company may lend them- 
selves to more effective treatment than others. 
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IMPROVED ANNUAL REPORTS 


The trend toward improved and expanded annual 
reports is well established. Some conflict exists be- 
tween the desire of many stockholders for brevity and 
their wish for wider coverage of developments and 
operations. In addition to expanded content, im- 
proved readability is stressed. So is better art work, 
layout, paper and printing. Pictures and charts are 
employed, frequently in color. Simplified income ac- 
count and balance sheets are appearing to an increas- 
ing degree although sometimes at the expense of de- 
tailed accounts. Detailed accounts mean much more 
to some stockholders than to others, a fact which 
some concerns are recognizing by showing both types 
of statements. Also, there is a trend to increased com- 
parative information. More reports are including 
long-term series on sales, income, dividends, surplus, 
etc., thus permitting stockholders to make long-term 
comparisons more readily. 

Some of the changes made in reports are well illus- 
trated by a comparison of the 1928 annual report 
of a railroad equipment company with its latest an- 
nual report (1944). The 1928 report, consisting of 
seven printed pages with no pictures, charts or color, 
contained a brief statement of operations (one and a 
half pages), a list of the directors, certain compara- 
tive operating statistics for five years, and the con- 
solidated income account and balance sheet for 1928. 


In contrast, the 1944 report contained twenty-four 
pages, in addition to the cover in which color was 
employed. Not only were the names of the directors 
given but officers of the parent and subsidiary com- 
panies were also listed, as were the registrar of stock, 
stock transfer agent, and principal offices. A listing of 
the subheads of the analysis of operations indicates 
the expanded scope of the report. Preceded by the 
statement that “the Board of Directors of 
presents herewith its report for the year 1944, for 
the information of stockholders, users 
of —————— service and products, and all Ameri- 
cans interested in the wartime accomplishments 
of private enterprise,” the operating review dis- 
cusses services and manufacturing operations; re- 
search and new developments; acquisition of a new 
subsidiary; financial results, before and after renego- 
tiation; taxes; financial condition; renegotiation of 
prices; inventories; special reserves for wartime con- 
tingencies; and stock transactions. Under “General 
Matters,” developments in a court case and stock 
ownership are reviewed, as well as personnel, oppor- 
tunities for postwar service, postwar jobs, and the 
annual meeting of stockholders. Three charts are 
used to illustrate the review. The first shows the 
distribution of gross income for the four most recent 
years compared with 1930. The second gives a long- 
term picture of volume, while the third compares 
armament output with peacetime goods produced 


during the war years. In addition to a condensed 
table on financial results included in the president’s 
statement, the report presents a detailed consolidated 
balance sheet, and income and surplus account for 
two years, as well as the same kind of comparative 
operating statistics for five years as was shown in the 
1928 report. Finally, the balance sheet of the sub- 
sidiary company acquired during the year is given 
together with some explanatory notes. Inserted in 
the report were copies of advertisements of the com- 
pany’s services. 

In another eye-appealing report, the president, in 
his analysis of results of operations, touches upon 
such subjects as working capital position, plant addi- 
tions and depreciation, employment and employee 
earnings, people at work, employment of returning 
military servicemen, training programs, labor rela- 
tions, certain outstanding achievements, dealers in 
wartime, products in their wartime service, future 
prospects, research and engineering, new products, 
advertising, public and community relations, some 
postwar problems, postwar opportunities, and owner- 
ship of the company. Long-term charts, in color, il- 
lustrate the report. A feature of the report is a finan- 
cial and operating statement covering a period of 
fifteen years. In addition, the source and disposition 
of working capital since the company’s incorporation 
is given, while land, buildings, machinery and equip- 
ment accounts are shown for fourteen years. Capital 
and dividend records cover twenty years. In closing 
the report, the company lists employees who gave 
their lives for their country, as well as the names of 
all employees with thirty or more years of service, 
and the major products produced. 


STOCKHOLDER OPINION SURVEYS 


Various surveys of stockholders’ opinion indicate 
that the modern reports are well received and execu- 
tives contributing to this survey have no important 
evidence to the contrary. Of course, such stockholder 
opinion surveys frequently influence the contents and 
format of the reports. It is interesting to compare 
the subjects included in the reports reviewed above 
with those which stockholders of a leading steel con- 
cern selected in a poll completed last year. 

About one fourth of the company’s 12,000 stock- 
holders participated in the poll and voted the outlook 
for the coming year as the No. 1 subject they would 
like to see discussed. The company’s position in the 
industry was the second most desired subject, fol- 
lowed in turn, by dividend policy, earnings, research 
and new products, company products, outlook for 
business in general, postwar production plans, prod- 
ucts manufactured, competition problems, reconver- 
sion problems, taxes, legislation affecting the industry, 
the company’s war effort, employee relations, and the 
company’s history. Each of these subjects received 
257% or more of all votes cast. Other subjects, in order 
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of preference, were salaries and wages, plant moderni- 
zation program, postwar employment plans, sales, vet- 
erans’ reemployment plans, contract termination, 
manufacturing processes, officers and directors, de- 
preciation policies, advertising, renegotiation of con- 
tracts, war production cutbacks, pricing problems in 
steel, distribution system, inventories and methods of 
evaluation, and safety record. 

The choice of subjects depends partly on the times. 
Thus, many executives now point out that discus- 
sions of labor relations have become increasingly im- 
portant. Earnings and dividends are always favorites. 

Opposition is voiced by some executives to using 
the annual report for anything else than to ade- 
quately inform stockholders on the financial results 
of operations and condition of the company. “We 
have not made any changes in our annual report,” 
says an executive of an industrial machinery com- 
pany, “which is a simple statement of facts. It is our 
feeling that any development of the annual report 
should be an amplification of the financial statements, 
possibly accompanied by charts, but we do not look 
kindly on using the annual report as an advertising 
medium, or to promote stockholder interest in the 
company. It seems to us that this is a separate prob- 
lem and should be handled in a different manner.” 
A retailer voices opposition to “large informative pic- 
torial stockholders’ reports unless the company is of 
such a size that it has thousands of stockholders and 
has a nationally distributed line of items.” 

An increasing number of companies are issuing in- 
terim reports to their stockholders. The majority only 
show the income account and balance sheet, fre- 
quently in condensed form. There appears, however, 
to be a trend toward expanding these reports, using 
them to keep stockholders up to date on the various 
subjects covered in the annual report. 


STOCKHOLDERS’ MEETINGS 


The majority of executives represented in the sur- 
vey report that no special efforts are being made to 
increase interest in stockholders’ meetings. For the 
most part these meetings are poorly attended and 
few questions are raised from the floor. A typical 
comment is that “annual meetings of stockholders 
for the most part are sterile.’ In a few instances 
attempts to increase interest in meetings have failed, 
although some good results also are reported. Visits 
to plants, luncheons, displays of products and other 
means have been employed in an attempt to stimu- 
late interest. Naturally, the distribution of the stock 
has a bearing on attendance at meetings, and where 
the majority of stock is held in the community the 
problem is simpler than where stock is widely dis- 
tributed. Where employees are also stockholders, and 
the plant is in the same community as the meeting 
p'ace, some concerns follow the practice of allowing 


employee stockholders to attend on company time. 
With a view toward both stimulating interest and 
keeping stockholders informed, a number of com- 
panies are sending out stenographic reports of annual 
meeting proceedings. 

One of a number of exceptions to the rule of a gen- 
eral lack of interest is given by a leading industrial 
concern which holds its annual meeting about 50 
miles from New York City. “Transportation from 
New York has been provided since 1938 (except in 
1945) and a country-style luncheon served. The at- 
tendance had increased from around 60 in 1938 to ap- 
proximately 400 prior to recent travel restrictions. 
During the meetings there is a period for questions 
and answers in which many of those present take 
part. The most important subjects of discussion from 
the floor at the last meeting of stockholders were (1) 
compensation of directors and officers; (2) method of 
handling depreciation charges; (3) procedure followed 
by independent public accountants; (4) employees in 
the services; (5) conservation of resources; and (6) 
investment in war facilities.” 

In another company, “the most important subjects 
brought up for discussion at last year’s meeting were 
government sales, officers’ salaries, sales and earnings, 
and increased dividends.” 

Few companies hold informal regional meetings of 
stockholders; the distribution of stock in many in- 
stances is such that these meetings would not be 
practicable. One of the larger concerns represented, 
with stock widely distributed, reports, however, that 
“informal meetings have been held in various sections 
of the country (except when war conditions pre- 
vented) and have been an effective means of ac- 
quainting stockholders with company operations. 
After we began holding the meetings, the number 
of inquiries from stockholders by mail or telephone 
and the number of questions asked at the formal 
annual meeting were substantially reduced. The in- 
formal meetings have been well attended with up to 
200 to 300 stockholders present.” 

Another concern has experimented with regional 
meetings in two of the cities where its mills are 
located. “These meetings,” the report states, “are 
held at 5 p.m. with all of the foremen present and 
all of the officers. They are an exact duplication of 
the annual meeting. After the meeting a dinner is 
held with stockholders and foremen mixed up together 
at small tables. Not many stockholders attended the 
first meeting, but the second was a huge success—so 
much so that we are beginning to wonder how many 
more one-share stockholders we may have in these 
cities next year.” 


SPECIAL REPORTS 


In addition to keeping stockholders informed 
through annual and interim reports, pamphlets, news 
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releases, etc., some concerns follow the practice of 
quickly acquainting stockholders with special situa- 
tions or problems that arise. Often this is accom- 
plished by a special letter from the president. Com- 
panies with monthly or bimonthly stockholders’ mag- 
azines or house organs sometimes employ these media. 
The nature of the problem and its urgency partly 
govern the media selected. Noting that stockholders 
are immediately notified of special situations or prob- 
lems, one of the cooperating executives calls attention 
to the procedure followed recently when the “board 
of directors felt that it was wise and prudent to pass 
a quarterly common dividend. The same day that 
the meeting was held, a special letter was sent to all 
our stockholders explaining that strikes, a shortage 
of critical materials and other factors were the reason 
for the passing of a dividend. On other occasions. 
not of a negative nature, when important changes 
were made in the company, special letters have also 
been sent to shareholders to keep them posted on our 
activities.” 

Labor relations have been the subject of a number 
of special messages in recent months. In some in- 
stances advertisements aimed at a bigger audience 
than stockholders alone have been used. One execu- 
tive, however, believes that the rapidly changing 
conditions make it impractical to always keep stock- 
holders fully posted. He notes, for example, that “in 
the case of a long strike the situation would be dif- 
ferent. Where negotiations are going on, however, il 
is not feasible to keep the stockholders informed.” 


Capital Investment 


ET CAPITAL invested in manufacturing indus- 
tries increased from $49.2 billion to $73.8 billion 
between 1939 and 1942, an increase of $24.6 billion. 
While the largest annual rise occurred between 1941 
and 1942 when we were engaged in full-scale war 
production, capital added from 1940 to 1941 was more 
than twice that added from 1939 to 1940. 

All the major industry divisions but one—automo- 
biles and equipment—reported a higher net capital 
in 1942 than in 1939. However, owing to the vast 
industrial shifts which took place through conversion 
to war production, the significance of any comparison 
of figures from year to year within certain industrial 
groups has definite limitations. Financial data re- 
ported to the Treasury Department in 1942, as in 
previous years, are classified according to the business 
activity accounting for the largest portion of receipts. 
Hence it is more than likely that differences in the 


Relatively few concerns report any special efforts 
to build good will among stockholders as consumers 
or customers of the company’s products. The kind of 
goods produced in many cases is such that manage- 
ment does not regard special efforts as practical. 
Plant visits in connection with annual or regional 
meetings help stimulate interest. In some instances 
stockholders are invited to avail themselves of cer- 
tain of the company’s service departments. Again, 
products may be publicized through “stuffers” with 
dividend checks, while radio programs and other na- 
tional advertising campaigns are sometimes called to 
stockholders’ attention. Presidents of a number of 
companies follow the practice of welcoming new 
stockholders and acquainting them with the com- 
pany’s background and products at that time. 

Building and maintaining good will of stockholders 
requires constant study and effort in the opinion of a 
leading executive. He observes that at times manage- 
ment has been excessively modest in publicizing its 
accomplishments although a good earnings and divi- 
dend record goes a long way toward keeping the favor 
of stockholders. He regards keeping stockholders in- 
formed on all phases of operations as excellent insur- 
ance for the time when unavoidable slumps or diffi- 
culties are encountered. 


Comments from cooperators grouped according to 
principal industry appear on pages 126-128. 


Henry E. Hansen 
Division of Business Practices 


in Manufacturing 


number of firms reporting from year to year in any 
given industrial class affect the comparisons markedly. 
Industries of the durable goods sector of manu- 
facturing showed the sharpest additions to capital, 
accounting for two thirds of the total increase between 
1939 and 1942. Three industries, which might be 
designated as “nonwar”—furniture, paper, and stone, 
clay and glass—had a lower capital investment in 
1942 than in 1941. The amount of net capital re- 
portedly invested in the transportation equipment 
group multiplied six times between 1939 and 1942. 


WAGES, WAGE EARNERS AND CAPITAL 


On the whole, the sharp expansion of employment 
in war industries caused a decline in the capital in- 
vestment for each wage earner during the years from 
1939 to 1942 in these industries. However, despite 
increased employment, five of the so-called war in- 
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TABLE 1: NET CAPITAL! PER WAGE EARNER AND PER DOLLAR OF WAGES, ALL MANUFACTURING 
ENTERPRISES, 1939-1942 


Sources: Treasury Department; Bureau of Labor Statistics; Bureau of the Census; Tar ConFerENcE Boarp 
Dollars 
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iNet capital equals total assets less investments ~ 


dustries (rubber, petroleum, iron and steel, electrical 
machinery, and other machinery) reported such siz- 
able additions to capital in 1942 that the capital per 
wage earner rose above the 1939 level in all but the 
general machinery group. 

On the other hand, capital assets of nonwar indus- 


2Not elsewhere classified 


Table 2: Net Capital! of All Manufacturing 
Enterprises, 1939-1942 
Sources: Treasury Department; Taz Conrrrence Boarp 
Millions of Dollars 


Industry 1941 1940 1939 


tries increased more rapidly than employment during Total Manufacturing af Laiceitren ea 73,766 | 62,019 | 53,291 | 49,152 
the three-year perio d. Hence, net capital per wage ae and ei products....... 8,189 | 7,687 | 6,882 | 6,444 
; . 30% obacco manufactures...........| 1,272 | 1,144 | 1,036 994 
earner showed gains of approximately 15% to 30% Textile-mill products............ 3,893 | 3,655 | 3,184 | 3,040 
in such industries as tobacco, textiles, apparel and Apparel s- ce, pace: fpahtst on dite 1,062 | 983 
ather and products............ 711 691 
leather products. : ; : Rubber products................ 1,175 | 999| 885] 854 
The amount of productive capital behind each Lumber and timber basic products} 1,407 | 1,393 | 1,805 | 1,316 
dollar of wages fell almost 40% between 1939 and Saha finished lumber ose aii hero fon 
1942. Unlike the wide differences between industries paper and allied products. .......} 2,078 | 91193 | 11877 | 1,767 
in capital per wage earner, there was a consistent Punting pad pepishing. vita ade 20 140 2,084 | 2,008 
. emicals and allied products... .| 5, 1954 | 4,325 | 3,985 
trend downward throughout the manufacturing Petroleum and coal products.....| 8,801 | 7,216 | 6,503 | 6.295 
groups in capital investment per dollar of wages paid. Stans, play et oo 5 eae Reena 1,828 | 1,951 | 1,880 | 1,743 
sos ccurred in the transpor- ron, steel and products.......... 10,543 | 7,960 | 6,981 | 6,479 
The most Saig ae drop p 5 i] J t Ai Nonferrous metals and products. .| 1,936 | 1,668 | 1,416 | 1,300 
tation equipment im ustry se PELE TU ONT E~ rae Electrical machinery and equip- 
tremendous wage bills paid out in such industries as eee es EOE or hy 2,161 | 1,554 | 1,330 
‘ ape? achinery (except electrical)..... f 5,393 | 4,279 | 3,729 
aircraft and shipbuilding. Automobiles and equipment...... 2,356 | 3,268 | 3,046 | 2,605 
Transportation equipment....... 7,708 | 3,263 | 2,029 | 1,232 
Postwar Trend Manufacturing (n.e.c.)?.......... 2,050! 1,709 | 1,962 | 1,388 


While no change in trend of capital or wages can 
be expected to have appeared in the remaining years 
of the war’s duration, the postwar period should wit- 
ness a replacement of capital and capital equipment 


1Total assets less investments. 2Not elsewhere classified 


which would cause a reversal in trend of the relation- 
ships to employment and wages. 
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TABLE 3: CAPITAL INVESTED, NET EARNINGS AND RATE OF RETURN ON CAPITAL INVESTED, CORPORATE 
MANUFACTURING, 1939-1942 


Sources: Treasury Department; Toe Conrerence Boarp 
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Note: Capital Invested: Total assets less investments. Net Earnings: Profit after taxes, less income from security investments, 
1Not elsewhere classified 
Net earnings after taxes of corporate manufactur- least prosperous, a 6% return on invested capital was 
ing industries more than doubled from 1939 to 1941, realized in 1942 compared with less than 1% in 1939. 
and showed only a slight net increase in 1942 when The petroleum industry, having the largest invest- 
large amounts of excess-profits taxes were paid. Of ment in capital equipment among the nondurable 
those industries whose earnings after taxes were goods industries, experienced a sharp improvement 
smaller in 1942 than in 1941, the automobile group in earnings and in rate of return in the period imme- 
was the only one which actually realized lower earn- diately prior to the war. A notable improvement like- 
ings before payment of taxes. wise occurred in the textile and apparel groups. 
The heavy industries with relatively high earnings 
RETURN ON CAPITAL on capital showed less marked increases in rate of 
The rate of return on capital for all manufacturing return, and in a few cases annual percentage gains in 
corporations reached its peak in 1941 and was still capital investment outstripped the improvement in 
above the previous 1929 high in 1942. The tobacco cannes 
industry, however, witnessed a declining return since CaryL R. FenpMan 


1939 while in the lumber industry, usually one of the Division of Business Economics 
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Pending Legislation for Veterans 


HEN THE bill amending the Servicemen’s Re- 

adjustment Act of 1944 was passed by Con- 
gress last December, it was believed that its liberal 
provisions for veterans’ benefits would eliminate the 
need for a bonus bill in the future. Provision was 
made, however, that benefits received under present 
law would have no bearing on any future enactment 
of an adjusted compensation bill. 


Veterans’ Administration Costs Compared 
with Total Federal Expenditures 
Millions of Dollars : 
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BPR Asie, enn kicatatius, oor 3, ais 180 709 25.4 
LDL aS Se eae 171 727 23.5 
BOLE Ree Costs ch Ueitets <i> 166 697 23.8 
JOYS. ee eee 170 1,925 8.8 
EES eet. Sb. eS 256 12,648 2.0 
LULU ie ae ee 330 18,459 1.8 
FERAL C Lr ts o.&) «5-2 tet 321 6,308 5.1 
VEO Soe ee 609 4,989 12.2 
Ch. 55 or 674 a, 23 21.0 
LS Aa oee ae eee 734 3,054 24.0 
SPER Cea ave stat sisss 0:5 Siesdiers 646 2,810 23.0 
US we ere 713 2,801 25.5 
LUA Se ee ne eee 742 2,779 26.7 
UC. eee eee 748 2,738 27.3 
TOS Se ee 752 2,799 26.9 
REM ech is, 6705 kye.a<eie 770 2,958 26.0 
i. Gat See 793 3,152 25.2 
UCU: so peo eee a 953 3,560 26.8 
RE Bs nck yan. < aysiaipt 985 4,640 21.2 
ERRATA ore «Sees <eake 863 4,611 18.7 
ty 9) ERI Rone ER 557 7,362 7.6 
LOS. 205 Sa a a 607 9,738 6.2 
JU oe eee 2,351 9,098 25.8 
Pisvereers: eee Pe. 1,137 7,754 14.7 
Marre es SS eSsvins Sots 582 6,977 8.3 
EO ee ae 557 8,361 6.7 
TS alll el Ae tl 557 8,824 6.3 
UO oS ieee ee 563 13,862 4.1 
LOLS etd 556 33,980 1.6 
LE Ss Se re 662 79,604 8 
I SSE ene Ae 730 95,129 8 
1 San a a 2,060 98,360 @.1 
Ey, ae 3,402 - 64,451 §.3 
aN SO See 4,338 84,228 by | 


cEstimated 


The cost of existing veterans’ legislation has been 
estimated at $8 billion to $10 billion. Additional bene- 
fits to veterans of World War II could amount to $5 
billion or more, as compared with $4 billion paid out 
in adjusted-service certificates after World War I. 
There is a strong possibility that these benefits could 
cost two or three times the $5 billion figure.1 Influenc- 


1Representative Mason has estimated the cost of veterans’ bonus 
legislation, either now before Congress or about to be introduced, at 
$13 billion. (Congressional Record, No. $2, page A 1029.) 


ing factors are the length of the war and the great 
number of men in the Armed Forces with overseas 
service. Moreover, soldiers’ pay and veterans’ legis- 
lation enacted thus far have been much more liberal 
than during the First World War, a condition which 
might be indicative of further benefits in the future. 


ENLISTED TERMINAL LEAVES 


At least half a dozen bills have been introduced in 
Congress in recent months which would place en- 
listed men on a plane with commissioned officers in so 
far as retirement benefits are concerned. These pro- 
posals would grant enlisted men leave time equal 
to two and one-half days for each month of service. 
At retirement, full payment for all accrued leave 
would be made at the rate of pay the individual was 
receiving at the time of separation. It has been fur- 
ther stipulated that these provisions would apply re- 
troactively to the enactment of the Selective Service 
Act of 1940. All veterans who were discharged prior 
to the enactment of one of the “terminal-leave” bills 
would have ninety days in which to file application 
for payment. 

All proposed measures have been referred to Con- 
gressional committees, but no action on them has 
been taken as yet. One reason for this may be the 
high cost of such legislation. Coming at a time when 
Congress received an almost balanced budget from 
President Truman, an unanticipated expense of sev- 
eral billion dollars might not be considered favorably. 


Other Proposals 


1. The initial proposal for a veterans’ bonus was 
presented to Congress in January. It would pay 
$1.50 a day for every day of overseas service and 
$1.00 a day for home service. Payments would be 
made in either cash or government bonds, maturing 
ten years after issue. 

2. The Ways and Means Committee has been 
studying the cost of providing social security cover- 
age for about 12 million veterans. Social security 
credit of $160 a month would be granted for the 
period spent in the service. A minimum of $2 bil- 
lion, it is unofficially estimated, would thus be di- 
verted to the old-age and survivors’ insurance trust 
fund. 

3. A Senate bill would make retroactive to Sep- 
tember, 1940, the increase in base pay which was en- 
acted during the war. Provision for longevity in- 
creases is also included. 
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Various miscellaneous measures have been offered 
to provide financial relief for veterans and their fam- 
ilies. These include the proposals for a $100 million 
housing construction fund, tax preference equal to 
$125 a month after discharge for each month in serv- 
ice, the absorption by the Federal Government of all 
interest above two per cent on loans under the G. I. 
bill of rights, the extension of educational benefits 
to war widows, and an increase in pension payments 
to disabled veterans. 


VETERANS’ ADMINISTRATION COSTS 


Costs of Veterans’ Administration immediately fol- 
lowing the First World War rose steadily until they 
reached $734 million in 1923, or 24% of total federal 
expenditures. (See accompanying table.) They 
dropped sharply the following year to $646 million, 
then averaged $750 million annually, or about 26% 
of total expenditures for the remainder of the Twen- 
ties. During the early Thirties veterans’ costs in- 
creased to almost a billion dollars annually and then 
declined. After the veterans’ bonus bill was passed, 
however, expenditures of $2,351 million and $1,137 
million were recorded in 1936 and 1937, respectively. 
In the first year they were 26% of total expenditures. 

During World War II, veterans’ expenditures did 
not show a substantial increase until 1945 when they 


amounted to $2,060 million. For 1946 and 1947 they 
are estimated at $3,402 million and $4,338 million. 

Financial assistance in five British countries* takes 
the form of money payments made at the time of 
discharge, grants or loans for businesses or farms, and 
aid for education or special training. Leave with pay 
is granted by all five countries, although in somewhat 
different forms. An interesting feature is that allow- 
ances for dependents are continued during terminal 
leave. War service gratuities are made, comparable 
to mustering-out pay in the United States, and post- 
war credits or deferred pay are granted in Australia, 
Great Britain, and New Zealand. 

Although no grants for farming or business are 
made in the United States, in all five British countries 
they are made in addition to loans for these purposes.” 
Loans range from £250 to £1,000 in Australia to a 
maximum of £6,250 in New Zealand. All countries 
provide unemployment benefits. 

In France, one month’s pay with leave for volun- 
tarily enlisted men and an indemnity of 1,000 francs 
have been provided. 


Lucie B. Locketts 
Division of Business Economics 


MIncludes Australia, Canada, Great Britain, New Zealand, and 
Union of South Africa 


*Great Britain makes no provision for loans. 


Growth Patterns in Industry: Il 


O THE growth patterns presented in the Febru- 

ary issue of The Business Record, three new 
charts! are presented on railroad ton-miles, cigarette 
consumption, and portland cement production. In 
these charts, the trend curves and deviations are of 
the same general type as those previously shown. 


1For an account of methods employed, see February Business Record 


While percentage rates of growth are on the decline 
throughout, actual annual growth increments increase 
from year to year for a time and then begin to decline. 
The dates at which growth ceases to accelerate and 
begins to decelerate—which may be termed the “criti- 
cal year”—is not the same for any two of the series 

(Text continued on page 118) 


PERCENTAGE RATES OF GROWTH IN VARIOUS INDUSTRIES 


Source: Tur ConFERENCE BoarpD 


Bituminous coal production 
Pig iron production............... 
Steel production..+ na. ce ees nc 
Motor-vehicle registrations,........ 
Motor-fuel requirements............ 
Cotton consumption............... 
Portland cement production 
Railway ton-miles................. 
Cigarette consumption............. 


“Critical Year” 


Note: Figures in italics represent hypothetical rates of pear in future years. They may be regarded as valid only if rates of growth in future years conform to the pattern 


of past years—i. ¢., to the trends as represented in the curves shown in the charts. 
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Cigarette Consumption! Portland Cement Production 
Sources: Treasury Department; Tum Conrerence Boarp 


Monthly Averages 


Sources: Bureau of Mines; Taz Conrerence Boarp 
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Railroad Ton-miles 


Sources: Interstate Commerce Commission; Taz CONFERENCE BOARD 
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shown in the accompanying charts. These critical 
years are as follows: 


Railroad ton-males. io upe cigeaeie oa 1913 
Portland cement production............ 1906 
Cigarette consumption................. 1943 


Owing partly to inherent differences in the patterns 
of growth and also partly to the different stages 
reached by the industry, rates of growth vary both 
in the past and at the latest date for which informa- 
tion is available. The percentage rates of growth of 
the three series, at dates specified, are as follows: 


Series 1900 1910 1920 1930 1940 
Cigarette consumption......... ... see 810788 Tala, Soe 
Railroad ton-miles............. 5.04 3.64 2.62 1.89 1.86 


Portland cement production...37.61 8.28 1.82 .401 .0883 


There is rational ground for assuming that the 
year in which its growth trend line passes through the 
“critical point,” or “turning point” marks a definite 
stage in the development of that industry or series. 
That is to say two industries or series may be consid- 
ered to have reached corresponding stages or periods 
of growth when their trends pass through this point. 
Upon such an assumption it becomes possible to com- 
pare the general growth patterns of industries or 
series which arrive upon the scene at widely different 
dates and attain their “critical point” state of growth 
many decades apart. (See table.) 

When more industries and more series have been 
added to the list, it will probably be possible to speak 
with more assurance in generalities concerning the 
showing made in this tabulation. For the present, it 
is sufficient to make note of the fact that three of the 
nine series differ markedly in certain respects from 
the other six. They are motor-vehicle registrations, 
motor-fuel consumption and portland cement produc- 
tion. These three seem to represent industries or 
products which were developed suddenly or rapidly 
and introduced into an economy ready for their recep- 
tion and rapid exploitation, in contrast with the slow 
and relatively undramatic development of such un- 
derlying industries as iron ore, steel production and 
coal output. In consequence, they enjoyed an ex- 
traordinarily rapid early growth. On the other hand, 
it is obvious that they attained “maturity,” or at 
least approached a saturation point at a speed pro- 
portionate to the speed of their early development. 
So that at comparable periods a few decades after “D- 
year” the older and more steadily growing industries 
were moving ahead at a more rapid percentual rate 
than those with spectacular youths. 


Freperick W. Jones 
Anita R. Koretson 
Division of Business Economics 
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Export 


pee ey of our wartime system of export 
control through June 30, 1947, is favored by the 
Office of International Trade! of the Department of 
Commerce on the ground that uncontrolled exports 
would seriously delay reconversion. At the close of 
last year the number of commodities under control 
had been reduced 80%, and it was then felt that con- 
trols could be eliminated with the expiration of the 
Export Control Act in June of this year. Recent 
stoppages are largely responsible for this change of 
view. In addition, it is felt that the earmarking of 
certain goods for export will aid in the output abroad 
of raw materials vital to us and that continued alloca- 
tion of scarce commodities between domestic and for- 
eign markets will assure friendly nations of their 
minimum requirements. 


EXPORT CONTROL ACT 


Control of the export of certain commodities is ‘pro- 
vided for in Section 6-a of the Export Control Act of 
July 2, 1940, which reads: “The President is hereby 
authorized to prohibit or curtail the exportation of 
any articles, technical data, materials, or supplies, ex- 
cept under such rules as he shall prescribe.” Accord- 
ing to the requirements and supply branch of the 
OIT, charged with exercising and performing all pow- 
ers and functions contained in the act, this provision 
regulates the exportation from this country or its pos- 
sessions of all commodities, other than those for of- 
ficial use or consumption by our Armed Forces, to all 
destinations except Canada. The department has clas- 
sified all countries into two groups, E and K. Axis 
satellites are designated as E countries, with the rest 
of the world, except Germany and Japan with which 
there is no commercial trading,? representing the K 
group. With but few exceptions, goods can reach E 
destinations only under a special license granted by 
OIT. A roster of commodities indicates when special 
licensing is necessary to K countries. This roster is 
known as the positive list, and at present contains 
about 20% of the 5,000 odd items of our export trade. 
As an accommodation to established exporters who 
desire to ship samples in anticipation of the time when 
trade will be restored, a general license is available 
for this purpose. In contrast to the special license, 
approval is automatic and does not require clearance 


1The OIT was established in October, 1945. Under Executive Order 
dated September 27, 1945, this phase of control was transferred to 
the OIT from the Foreign Economic Administration, now dissolved. 

2Discussions now under way point to an early resumption of trade 
on a limited scale with both Germany and Japan. 
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Controls 


through Washington. In addition to these trade reg- 
ulations other government controls, such as price fix- 
ing, remain, not to mention the multiplicity of re- 
strictions imposed by foreign countries. 


SELECTIVE CONTROLS 


Examination of the commodities on the positive 
list indicates that they are well scattered throughout 
the ten conventional economic groups used in tabu- 
lating foreign trade statistics. Emphasis is on items 
in shortest supply, but there are no blanket restric- 
tions. For example, only certain building materials 
are included on the list, notwithstanding the general 
shortage. Evidence of a careful study of each item 
is seen in the constant revisions in this group. Re- 
flecting the domestic need for cast-iron soil pipe fit- 
tings, the value of individual shipments was reduced 
from $500 to $100 at the close of 1945 At the time, 
bathroom fixtures, curtain hooks, shelf brackets, con- 
tinuous hinges and galvanized thimbles were speci- 
fically listed to remain. A better supply of the last 
two items took them off the list on January 16. 


United States Foreign Trade 
Source: Department of Commerce 
Millions of Dollars 


YL END -LEASE Z 
EXPORT 


aa 940° 94) 1942,~=C«943SC«iGRAS C959 

Production stoppages in the automobile industry 
have delayed the time when licensing will be ended. 
A three-month export quota, established last fall for 
export of cars and trucks produced in 1945, has been 
extended four to five months. When vehicles equipped 
with pneumatic tires are shipped a special license 
must be obtained covering exportation of the tires. 
Applications must state the number of tires normal to 
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the vehicle and their condition as measured by the 
mileage. Only solid rubber tires have been removed 
from the positive list. 

The embargo on tin plate exports proved to be 
the only restriction directly attributable to the steel 
strike, although iron and steel products figure promi- 
nently on the positive list. Other notable changes 
of recent date are the deletion of all boots and shoes. 
On February 25, however, outstanding licenses for 
the exportation of penicillin validated prior to Decem- 
ber 1, 1945, were revoked. This action was taken in 
view of difficulties recently encountered in production 
of the drug which have critically tightened its sup- 
ply. Hereafter, exports will be on a quota basis. 

With the removal from the positive list on Febru- 
ary 5 of the remaining worsted wool manufactures, 
represented by men’s and women’s clothing, con- 
trols in the textile group center primarily about 
cotton in all stages of manufacture. In addition to 
controls exercised over other commodities, cotton 
goods are subject to set-aside orders. It is hoped in 
this way to provide various friendly nations with a 
minimum of their clothing needs. For the first quarter, 
185 million yards of cotton-piece and cotton-fabri- 
cated goods are being set aside, with a recent addition 
of 10 million yards for China. Cotton-knitting and 
cotton-weaving quotas are 3 million pounds and 2.5 
million pounds, respectively. There is also a quota 
of 10 million “surplus” yards built up from military 
rejections and the termination of military contracts. 
Quotas, other than surplus, for the second quarter 
are estimated to be close to these same levels. 

The set-aside phase of the program has undergone 
severe criticism by those who would have us meet 
our own requirements before entering other markets. 
There is also strong feeling, however, that some relief 
must be given to the critical situation in textiles, 
which has developed in virtually all countries, if we 
are to retain our overseas markets. We are looked 
upon as the principal source of supply, with only lim- 
ited quantities available from Brazil and Mexico. In 
Great Britain, where textiles are also very scarce, a 
similar sales promotion program is getting under way. 


IMPORTS STIMULATED 


Supplies are channeled abroad to facilitate imports 
of tin, rubber, oil, sugar and other materials vital 
to our needs. Rehabilitation of tin mines is being 
brought about largely with American mining machin- 
ery and Cuban sugar mills are benefiting from our 
lumber shipments. The export of enameled wares 
during the war proved to be the only solution to ob- 
taining native products from some of the smaller 
islands of the Pacific. 

Trade with former Axis satellites and German dom- 
inated countries is being resumed gradually. Although 
trade with Norway and Finland was reestablished 


some months back, reconstruction programs have 
delayed revision of import permits necessary for 
shipments to both countries. In other areas, Yugo- 
slavia in particular, a lack of adequate transportation 
facilities is proving a barrier to trade. The Italian 
Government is the most recent one with which we 
have established trade relations, and that country’s 
name was removed from the Group E list in Decem- 
ber. However, trade will be limited until the gov- 
ernment establishes the necessary procedures for the 
clearance of all types of import transactions. This 
latest action by OIT reduces the number of E areas 
to six.1 Except for Argentina which accounted for 3% 
of 1938 exports, these areas are not important per- 
centagewise. It will be remembered that the exclu- 
sion of German and Japanese markets, which took 
11% of our exports in 1938, is a significant loss. The 
resumption of trade with these E countries is de- 
termined by political rather than economic consid- 
erations. In view of the recent Blue Book on Argen- 
tina, it is difficult to predict when trading under gen- 
eral license will be resumed. 
Joun H. Watson, III. 
Division of Business Practices 


Argentina, Austria, Bulgaria, Spain and possessions, Hungary, and 
Rumania 


Employment Trends 


OTAL employment including the Armed Forces 
declined fully 2.5 million from December to Janu- 
ary, according to preliminary reports. This reduction 
brought the number of persons employed more than 
4 million below the normal labor force for that month. 
Usual seasonal declines in agriculture and trade 
accounted for the major part of the employment drop 
in January. These decreases were less significant, 
though larger, than contraseasonal gains in manufac- 
turing, construction and mining employment. 

The increase in the number of factory workers was 
attributable to expansions in industries which had 
completed reconversion. In the durable goods groups, 
sizable additions to personnel were made by the ma- 
chinery, iron and steel, furniture and automobile 
groups. In the nondurable sector of manufacturing, 
almost all industries except those in the food group 
registered gains. However, seasonal declines, particu- 
larly in canning and preserving industries, offset most 
of the employment gains in other nondurable indus- 
tries. 

Constant reduction in the size of the Armed Forces, 
about 1.4 million from December to January, is mak- 
ing possible expansions in such industries as textiles 
and furniture, which were hard pressed for labor 
during the war. C.R. F. 
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Changes in Civilian 
Population 


HE DRAIN on population by military induc- 

tions together with interstate migrations left 
thirty-six of the forty-eight states with fewer civilians 
on July 1, 1945, than on April 1, 1940. States gaining 
in civilian population over the period were the most 
intensive centers of war activity. These states at- 
tracted many civilians from other states and more 
than offset their own losses to the Armed Forces. 


On a regional basis, the Middle Atlantic states suf- 
fered the severest loss. Nearly two million persons 
either left civilian status or migrated to other regions. 
New York alone declined 1.1 million, the largest loss 
among the states, and Pennsylvania followed with a 
loss of 753,000 civilians. 


The West North Central region also had a sharp 
wartime decline in civilian population as the number 
out of uniform shrank by almost 1.5 million from 
April, 1940, to mid-1945. All seven states in this 
area contributed to the loss and each is within the 
upper half of a descending array of population de- 
clines by states. The number of civilians in each of 
the East South Central and West South Central states 
also declined. Civilian population in Oklahoma to- 
taled 1,941,000 on July 1, 1945, or 391,000 less than 
on April 1, 1940. Oklahoma’s loss was surpassed only 
by New York and Pennsylvania. Other states in these 
regions with large losses were Kentucky, (320,000) 
Arkansas (231,000) and Mississippi (193,000) . 

Only Connecticut gained new nonmilitary inhabi- 
tants in the New England region. The civilian popu- 
lation in Massachusetts declined sharply—228,000 
persons. In the East North Central area, Illinois and 
Wisconsin were heavy losers, with declines of 339,000 
and 203,000, while Michigan increased its civilian pop- 
ulation 182,000. 

In general, the West gained substantially. Cali- 
fornia attracted so many migrants that on July 1, 
1945, there were 1.3 million more civilians in the state 
than on April 1, 1940. Washington and Oregon gained 
221,000 and 105,000 persons. Arizona, Utah and 
Nevada also increased their civilian population. 

War-accelerated job opportunities in Maryland, the 
District of Columbia and Virginia caused large 
migration to these states, and by mid-1945 their civil- 
jan population had respectively increased 205,000, 
182,000 and 160,000. Maryland and the District of 
Columbia were third and fourth in a descending array 
of population gains. 

The wartime geographic redistribution of civilian 


Civilian Population by States 


Source: Bureau of the Census 


In Thousands 
fj April 1, 1940 | Increase or 
Region and State July 1, 1945 Deer 
“3 5! (Census) | 1949 to 1945 

United States............. 127,409 131,402 ~3,993 
New England.............. 8,082 8,423 -341 
Manca: cute chine Scishcmen:. 773 845 -73 
New Hampshire............. 446 491 45 
Wenmicntses§ SAMee erolen.c cists 310 359 49 
Massachusetts.............. 4,086 4,314 —228 
Rhode Jsland:5o..36.5cmen - |. 699 708 -9 
Connectiot. 2. 6.2 50.c oe 1,769 1,707 +62 
Middle Atlantic........... 25,590 27,515 -1,925 
INéwaY ople.oh x: mts. atk 12,343 13,463 -1,119 
DNeW, J CLSEV cnc ers. <biaesar sure 4,104 4,157 -52 
Pennsylvania. ..0.50....0.-. 9,143 9,896 -753 
East North Central........ 26,128 26,610 -482 
Oliomstveetindocs ee cathe 6,823 6,905 -82 
Rincirhel s eee eee awe a nee ee 3,387 3,427 —40 
WO te cer ir the a er 7,548 7,887 -339 
Mtchipun metre. re ieee 5,435 5,253 +182 
WISCONSIN cterte ne. ae eke 2,934 3,137 -203 
West North Central....... 12,062 13,509 -1,447 
Minniesotiaseakice wos Saath as 2,485 2,792 -307 
Ly te ee ee eee 2,236 2,538 -301 
IMISHOUKIC TM Sere cee ote 3,482 3,784 -302 
North Dakotas ees 520 642 —122 
South Dakotas: fond ots atclteh 527 643 -116 
Nebraska cc festa 5,5) Sia sat ocdin 1,156 1,314 -159 
WR AMSS GN rae sc Rs fosa cas iale eyepve oss 1,657 1,797 -140 
South Atlantic............ 17,854 17,728 +125. 
Delaware: 1:2. snes herent Q77 266 +11 
Maryldnd. 82 SiSsm. So. sees 2,018 1,813 +205 
District of Columbia......... 837 655 +182 
WIEQUNIAS coca cbuhs teeta seein: 2,810 2,650 +160 
WV GSU: VIRPIMNIA fore cis. te cient, LTE 1,902 -185 
North Carolina.............. 3,334 3,566 —232 
South’ Caroling... 2.2.8. 1,798 1,886 -88. 
Georgistns dae sat. dais sree ass 3,003 8,100 -97 
Wlorida: see ee ochui aaa hes 2,060 1,891 +169 
East South Central....... 10,071 10,762 -690 
Retitucky2 Set cll: #6 05.. 2,521 2,841 -320 
sDennessee ts te aie ie tans cs 2: 2,832 2,916 -83 
Alaharenseeeh re Ace oo sey 2,728 2,822 —94 
Missigstppi: Avec ed. td cuareapac 1,990 2,183 -193 
West South Central....... 12,340 13,030 -690 
Arkanigas: 3... crue ties ats oxgrae = 1,717 1,948 -231 
LOUISIATIANRCOPeE aT. occa cues 2,343 2,359 -16 
OIaghoria. fae Wea olelevas oak 1,941 2,333 -391 
TESA, Oecat. eins os, sie eee 6,338 6,390 -51 
Mountain. Se cree: « ssa ic 4,014 4,146 -131 
Montanasice ee ea ee 453 559 -107 
Tdaho wns eed Oe Ca 460 525 -65 
Wy Oneliay . atictoy na ants waters 235 250 -15 
RS OLOTAG: rs. Gan, coca ott eias 1,060 1,122 -61 
New Wlexicon ss .ae as rte eee 490 532 —41 
ATIZOES erent ee eas ha 589 498 +91 
Lo eee Se eA ee ee 592 550 +42 
INGVRO tka <cpceccantut 5 o/syetapctor 136 110 +26 
aciiie es Rie. ninth 11,268 9,679 +1,589 
(WSSRINGTOLG cree. « ve sa fas 1,954 1,732 +221 
Oregonsren nes see aces eet 1,194 1,088 +105 
DO aS wiht 5 ea) er en eee 8,120 6,858 +1,262 


population should not be regarded as an indicator of 
future trends. According to the Bureau of the Census, 
“when demobilization is completed, the picture will 
change radically.” 
Grrtrupe DrutscH 
Division of Business Economics 
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Tax Briefs 


The following is a compilation of some recent im- 
portant court decisions and United States Treasury 
rulings in the field of taxation which may be of inter- 
est to taxpayers. 


INCOME TAXES 


Payments made to lessors out of net profits from oil and 
gas properties are subject to the 2742% depletion rate. 
Had the payments been made from gross receipts there 
would have been no problem. The determining factor is 
that the lessors retained an economic interest or capital in- 
vestment in the oil. Kirby Petroleum Company v. Com’r 
and Com’r v. Anna Vickers Crawford, USS. Ct. January 
28, 1946, reversing 148 F. 2d 80 and affirming 148F. 2d 776. 


Entire profit from sale of restaurant and liquor business 
is ordinary income and not a capital gain because the 
right to the renewal of a liquor license had no fair market 
value as a capital asset. The sale involved physical assets, 
good will, and a liquor license. Kavalaris v. Com’r, TC 
Memo Docket No. 4209, January 16, 1946. 


Collection through a bankruptcy sale of bad debts which 
were previously deducted as worthless constitutes ordinary 
income and not capital gains because the deduction offsets 
ordinary income. Humphrey v. Com’r, TC Memo Dockets 
Nos. 4639-44, January 18, 1946. 


A surtax was imposed under Section 102 of the Internal 
Revenue Code where it was established that the corpora- 
tion had improperly accumulated surpluses to prevent the 
imposition of the surtax upon its sole stockholder. Sema- 
graph Company v. Com’r, CCA-4, December 4, 1945, af- 
firming TC Memo Decision. 


Members of the Armed Forces electing to pay their in- 
come-tax liabilities in twelve quarterly payments will not 
be barred from this privilege as a result of failure to 
meet one or more payments, or delay in making payments, 
but a 6% interest charge will accrue during the delinquency. 
Mim. 5972 and Section 3808 of the Internal Revenue Code. 
In the case of servicemen or women released from active 
duty prior to December 1, 1945, the first instalment is 
due on May 15, 1946. An ordinary written request suffices. 


An individual taxpayer who has filed a return claiming 
the standard deduction may file an amended declaration 
itemizing his deductions up to the due date of the return, 
and vice versa. IT 3775. 


Loss on inherited property may be deducted on the lega- 
tee’s income-tax return, provided the legatee had no inten- 
tion of devoting the property to his private or personal use. 
IT 3776; Marx, 5TC 173, and Campbell 5 TC 272. The 


Commissioner insists, however, in the Campbell case that 
the taxpayer’s loss was an ordinary and not a capital one. 


Where depreciation rates have been lowered for earlier 
years with the taxpayer’s consent, the Treasury can assess 
additional taxes for subsequent years on these revised depre- 
ciation rates. El Patio, 6 TC No.1. 


Taxes paid to the Republic of Ecuador, to the extent of 
5% of net profits, to maintain its national labor code are 
not regarded as taxes paid to a foreign country and hence 
are not allowable as a credit against the United States in- 
come tax. The Treasury holds that such a tax is a contri- 
bution, and as such is deductible only as a business expense. 
IT 3768. 


Traveling expenses, including traveling and maintenance 
costs, were denied as a deduction where the taxpayer’s prin- 
cipal post of duty was in a distant city, because such ex- 
penses were not incurred in the pursuit of the business of 
the taxpayer’s employer and were unnecessary for the de- 
velopment of the employer’s business. Com’r v. J.N. Flow- 
ers, USS Ct, No 145, January 2, 1946. 


Checks received in 1945 constitute income in 1945 even 
though they were not cashed until 1946. Urban A. Lavery, 
5 TC No. 155. This situation must be distinguished from 
a dividend check payable in 1945 but actually received in 
1946. In the first instance, the check is in original payment 
for services; in the latter case, the emphasis is on the cash 
or credit to be received upon liquidation of the check. 


Claims for refunds or credits for war losses sustained in 
1941 or 1942 may be filed up to December 31, 1946. H.R. 
4489, signed by President Truman on December 29, 1945. 


Life-insurance proceeds received in instalments by bene- 
ficiary’s election are held excludable from income. Bullard 
v. Com’r, 5 TC No. 165. 


Interest and dividend payments by corporations to security 
holders must be treated on the basis of what these pay- 
ments are in fact. Their tax treatment is not necessarily gov- 
erned by the type of the securities such as bonds, shares, 
or notes. The John Kelley Company v, Com’r, USS. Ct. 
No. 36, and Talbot Mills v. Com’r, U.S.S. Ct. No. 47, Janu- 
ary 7, 1946. 


An individual providing more than half the support of a 
member of the Armed Forces whose gross income was less 
than $500 is entitled to a surtax exemption of $500. Ex- 
empt service pay may be ignored in this consideration if 
this money is not actually used toward the support of the 
serviceman. IT 3723, I.R.B. 1945-7. It would seem that 
the provider could not claim exemption unless the sup- 
port he furnished exceeded in amount the government’s 
contribution, including pay, quarters, and maintenance, and 
was actually applied to the serviceman’s support. 


A distribution of debentures is treated as a distribution 
of dividends to the extent of the corporation’s earnings, and 
is not a tax-free reorganization under Section 112 (g) of the 
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Internal Revenue Code. The debentures offered the stock- 
holders a more marketable and less risky security and the 
added advantage of enjoying a creditor’s, rather than a 
stockholder’s, status, and the corporation would benefit tax- 
wise by the interest deduction, but the Court found that 
the transaction served no primary business purpose. On the 
contrary, it reasoned that it was a disadvantage to a cor- 
poration to saddle itself with a large interest obligation in 
order to obtain smaller tax responsibilities. J. Robert Baz- 
ley, CCA-8, January 8, 1946. 


Insolvency reorganization through bondholders’ commit- 
tee and foreclosure sales is tax free because the continuity of 
interest is not violated. Industrial Properties, Inc. v.Com’r, 
TC Memo Dec., Docket No. 3890, January 19, 1946. 


Voluntary disbursements of profits for the purchase of 
employee annuities as well as contributions to a profit-shar- 
ing trust for employees are not deductible as compensation 
for services actually rendered, as ordinary and necessary bus- 
iness expenses or as a part of the cost of goods sold. The 
Lincoln Electric Co. v. Com’r, 6 TC No. 8. The taxpayer 
had no pension trust under Section 165 of the Internal 
Revenue Code. 


Contributions to employee trusts for the benefit of a 
principal officer and stockholder constitute taxable income 
to that officer because the trusts do not qualify as tax- 
exempt employee trusts under Section 165 (b) of the In- 
ternal Revenue Code. These trusts were not created pur- 
suant to an exempt plan, and the employee’s beneficial inter- 
ests were nonforfeitable. Anderson v. Com’r, 5 TC No. 160, 
December 27, 1945. 


Accountant’s negligence in failing to file a tax return in 
time does not absolve the taxpayer from the delinquency pen- 
alty. Davenport v. Com’r, 6 TC No. 9, January 11, 1946. 


No taxable income was realized by a corporation through 
the distribution to its shareholders of property in kind which 
had increased in value after its acquisition by the corpora- 
tion out of capital. Southwest Consolidated Corp. v. Com’r, 
TC Memo Dec., Docket No. 6650, released January 18, 
1946. 


Cash basis and accrual basis businesses may be conducted 
simultaneously by the same taxpayer provided they are 
separate and distinct operations. Birch Ranch and Oil Co. 
v. Com’r, CCA-9, January 9. 1946. 


Affiliated corporations which filed consolidated returns 
for the calendar year 1944 may not file separate returns for 
the calendar year 1945. IT 3779, 3780. 


Discount on a bank loan is allowed as an interest deduc- 
tion if it is paid out of other funds. Joseph H. Konigsberg, 
TC Memo 4887. This procedure permits the interest pay- 
ment to be taken as a deduction in full in the year in which 
the interest is actually paid. Otherwise, the interest deduc- 
tion would be allowable only on a pro rata basis as the 
principal is repaid. 


Attorney's fees paid in connection with a will contest are 
deductible as nonbusiness expenses. They may not be capi- 
talized as a cost of creating or acquiring property, or an 
interest therein. Stella Elkins Tyler, 6 TC, No. 18. 


An increase in the value of stock options between the 
date of the giving of the options and their exercise is not 
taxable income where the options were given as an in- 
ducement to join a new corporation and not as compen- 
sation for services. James M. Lamond, TC Memo. 6026. 


The widow of an insolvent decedeni receiving insurance 
proceeds as beneficiary is liable for federal income taxes of 
decedent to the extent of the proceeds. Pearlman v. Com’r, 
CCA-3, January 30, 1946, affirming 4 TC 34. 


A compromise settlement of a law suit in an employment 
contract dispute constitutes ordinary income and not cap- 
ital gain. Parker v. Com’r, 5 TC No. 167, December 29, 
1945. 


An air-conditioning unit is a capital asset subject to de- 
preciation, and its cost is not deductible as a current 
business expense. Plaza Investment Co. v. Com’r, 5 TC 
No. 157, December 26, 1945. 


A nondeductible hobby loss becomes a business loss when 
the owning of hunting dogs as a pleasure or sport is con- 
verted into a trade or business. Byre v. Com’r, TC Memo 
Dec., Docket No. 7911, December 14, 1945. 


A distribution of cash proceeds from the sale of securi- 
ties of other corporations is a distribution of ordinary tax- 
able dividends and not a partial liquidation of capital as- 
sets because the distribution did not serve a business pur- 
pose, no plan of liquidation of the corporation had been 
conceived, and the distribution was made for the benefit 
of the owners of stock. Edward L. Kraus, Jr. Trust v. 
Com’r, 6 TC No 16, January 4, 1946. 


EXCESS-PROFITS TAXES 


Excess-profits tax-refund bonds amounting to $550 mil- 
lion had been redeemed by January 1, 1946. The aver- 
age payment is about $15,000 per taxpayer. About 70,000 
corporations hold these bonds. A total of $1.2 billion of 
these bonds were due on January 1, 1946. 


In computing excess-profits credits by the invested-cap- 
ital method, the amount to be included in equity invested 
capital for property paid for by stock is the cost of the 
property to the corporation and not the cost to the seller. 
Independent Oil Co., Inc. v. Com’r, 6 TC No. 26, February 
6, 1946. 


The growth formula may not be denied or reduced ar- 
bitrarily by the Commissioner to the taxpayer’s detriment 
in the computation of a corporation’s earnings credit by 
restoring to income during the first half of the base period 
such abnormal expenses as bad debts and advertising. Col- 
son, 5 TC No. 127; Carter Mullaly et al, 5 TC No. 170. 


Sections 722 hearings were held in February, 1946, before 
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the Joint Congressional Committee on Internal Revenue 
Taxation with a view toward arriving at means for ex- 
pediting the huge volume of these excess-profits tax refund 
claims. 

Corporations having filed Section 722 claims for one 
or more years up to December 31, 1945, reports the Internal 
Revenue Bureau to the Joint Committee on Internal Rev- 
enue Taxation, are about 17,600 in number, or 25% of all 
corporations having paid excess-profits taxes. They filed 
39,002 claims involving about $3.7 billion, or 46% of the 
excess-profits taxes paid by them. ‘These claims are pri- 
marily for the years 1940, 1941, and 1942. Section 722 
claims for all excess-profits years may approximate $8 
billion. 


Disposition of these claims are as follows: 


‘Total claims}filed 2. seise ar eoectin cinders 
Number. disposed) OF: ..:.5.2.0.ertaemahes ores waletatteeore 
Allowed in whole or in part...............0.00000- 
Rejected" in fulltco-c..e cer aie setae eee cere mee 
INo‘tax liability, oc 27e nome wee tie err ieee 
Withdrawn... 148.0... Sak es Se eee ee ce 
Number ainsettled. “4. Gh igac oe say. Se eee ce eee 
Pending in (Baxi Courts. ois. coc ate ateaeent heck rset oor at 
Pending in Technical Staff.............-..222000 
Under review in Washington...................... 
Investigated, awaiting field conference. . 
Awaiting investigation in field..................... 
Under active investigation in field.................. 


The distribution of the Section 722 claims under its 
various subsections are as follows: 


Section 722 % of Claims 
b—1—Normal production interrupted................. 28 
2—Temporary economic depression................. 40 
3—A—Variant profits cycle..............02000000: 26 
38—B—Sporadic profits experience.................. 18 
4—Business changed or commenced................ 77 
5-—Other factors... 5 ss, sae, s/s srr deree themes Cee 52 
c—1—Intangibleiassets s ..Siys.. sc cosets Gp Sas Ce ae 8 
2—Capital nob importantys / 2.52508. cae toe cate 5 
8—Low invested capital. ...........0c.0..e0e0cteeess ll 


Because many of the claims are predicated on two or more 
bases for relief the sum of the percentages exceeds 100%. 


ESTATE TAXES 


Value of stock for estate tax purposes was established 
at less than stock market value in accordance with the 
blockage rule when blocks of 113,200 and 61,600 shares were 
involved. Com’r v. Stewart, CCA-3, January 9, 1946. 


A trust is includible in testator’s estate as a transfer of 
property taking effect at death because of the provision 
that its income was payable to himself and that the trust 
property would revert to him if he outlived a predeter- 
mined event. Duncan, 6 TC No. 12. 


Entire life-insurance proceeds were included in the gross 
estate of testator because of the inability to prove what por- 
tion of premiums were paid out of community property 
funds. Rule v. U.S. Court of Claims, December 3, 1945. It 
would be well to preserve documentary evidence which 
might subsequently be needed to establish how much if any 
of the testator’s life-insurance premiums were paid by him 
and how much by others. The presumption is that the testa- 


tor paid all the premiums on his own life-insurance poli- 
cies in the absence of evidence to the contrary. 


Proceeds of insurance policy are includible in decedent’s 
estate where the policy provided for reversion of proceeds 
to the insured in the event that he survived the designated 
beneficiary. Hock et al., v. Com’r, CCA-8, No. 12,991, 
December 27, 1945. 


Property and income of a short term trust are includible 
in decedent’s estate where decedent reserved the right, dur- 
ing his life time, to decide which beneficiaries should enjoy 
his bounty, even though the trust instrument denied him the 
right to revest in himself or in his estate any portion of the 
corpus or income. Com’r v. Estate of Holmes, USS. Ct., 
January 2, 1946. 


Trust income is taxable to grantor as substantial owner 
of it if (a) the trust property or its income reverts to him 
within ten years from the date of transfer or within fifteen 
years if the grantor or his spouse retains administrative 
power; (b) if the enjoyment of the property or income is 
subject to disposition exercisable by the grantor or by any 
person who does not have an adverse interest in the trust. 
Treasury Decision 5488, December 29, 1945, Regulations 
Section 29.22 (a) 21, 22. 


Value of a charitable residuary bequest is not deductible 
from the gross estate of decedent if it is uncertain and 
unascertainable, and if the intermediary trustees have a 
right to invade the principal to an extent sufficient “to 
properly care for and maintain the primary beneficiary.” 
Estate of John W. Holmes v. Com’r, 5 TC No. 156. De- 
cember 21, 1945. 


Indefiniteness of the value of a bequest to a charitable 
remainderman renders it nondeductible from the gross estate 
of testator. Estate of Nathan P. Cutler v. Com’r, 5 TC 
No. 159, December 27, 1945. 


GIFT TAXES 


Divorce settlement funds paid by a husband into a 
trust created for the benefit of a wife and their children 
are not subject to gift taxes, because they lack donative 
intent, are part of the consideration paid to obtain release 
from marital obligations, and are postmarital rather than 
premarital in nature. Mathew Lahti, 6 TC No. 2. 


A property settlement payment of alimony under a court 
decree is not subject to gift tax. Mitchell v. Com’r, 
6 TC No. 21, January 31, 1946, 


Payment to a trust fund is an immediate gift and not a 
gift for future enjoyment, where provision is made for the 
immediate application of the trust income for the benefit 
of the minor for whom the trust was established. As such, 
it is entitled to the $5,000 exemption under the gift tax. 
Com’r v. Sharp, CCA-9, January 16, 1946, affirming 3 TC 
1062. 
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Federal Tax 


Calendar 


Aprii, 1946 
1 Excise taxes. Returns for February, 1946, are due and 
taxes are payable. 


10 Withholding tax. Tax withheld from wages during 
March, 1946, if more than $100, is payable to an 
authorized depositary. Employer may elect to pay 
the withholding tax to the Collector on or before 
April 30, 1946. 


15 Corporate income and excess-profits tax. Return is 
due for fiscal year ended January 31, 1946, and one 
fourth of tax is payable. One fourth of tax is pay- 
able for fiscal years ended April 30, July 31, and 
October 31, 1945. 


Individual income tax. Return is due and tax is pay- 
able for fiscal year ended January 31, 1946. 


Nonresidents. Income-tax returns of foreign partner- 
ships are due; foreign corporations’ and aliens’ re- 
turns are due and one fourth of tax is payable for 
fiscal year ‘ended October 31, 1945. One fourth of 
tax is payable for fiscal years ended January 31, 
April 30, and July 31, 19465. 


Partnerships. Return is due for fiscal year ended Janu- 
ary 31, 1946. 


Fiduciaries. Return is due and one fourth of tax is 
payable for fiscal year ended January 31, 1946. One 
fourth of tax is payable for fiscal years ended April 
80, July 31, and October 31, 1945. 


Exempt corporations. Return on Form 990 is due 
from certain exempt corporations with accounting 
periods ended November 30, 1945. 


30 Old-age benefit tar. Return for first quarter of 1946 
is due and tax is payable. 


Unemployment tax. One fourth of 1945 tax is pay- 
able if employer elects to pay in quarterly instal- 
ments. 


Withholding tax. Return of tax withheld from wages 
during the first quarter of 1946 is due, and tax is 
payable. 


Excise taxes. Returns for March, 1946, are due and 
taxes are payable. 


Information returns. Return of tax withheld from 
interest on corporate bonds during the first quar- 
ter of 1946 is due, but tax is not payable until June 
15, 1947. 


May, 1946 

10 Withholding tax. Tax withheld from wages during April, 
1946, if more than $100, is payable to an authorized 
depositary. 
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15 Corporate income and excess-profits tac, Return is due 
for fiscal year ended February 28, 1946, and one 
fourth of tax is payable for fiscal years ended May 
81, August 31, and November 30, 1945. 


Individual income tax. Return is due and tax is pay- 
able for fiscal year ended February 28, 1946. 


Nonresidents. Income-tax returns of foreign partner- 
ships are due; foreign corporations’ and aliens’ re- 
turns are due, and one fourth of tax is payable for 
fiscal year ended November 30, 1945. One fourth of 
tax is payable for fiscal years ended February 28, May 
31, and August 31, 1945. 


Partnerships. Return is due for fiscal year ended Feb- 
ruary 28, 1946. 

Fiduciaries. Return is due and one fourth of tax is pay- 
able for fiscal year ended February 28, 1946. One 
fourth of tax is payable for fiscal years ended May 
31, August 31, and November 30, 1945. 


Exempt corporations. Return on Form 990 is due from 
certain exempt corporations with accounting periods 
ended December 31, 1945. 


31 Excise taxes. Returns for April, 1946, are due, and 
taxes are payable. 


Business 


Book Shelf 


Excess Profits Tax Relief. An Interpretation of Section 
722 of the Internal Revenue Code. (Revised Edition). 
By Hugh C. Bickford. New York: Prentice Hall, Inc. 

Since the publication of the original edition of this 
book, the Treasury’s Bulletin on Section 722 of the 
Internal Revenue Code has made its appearance. 
This edition purports to be the author’s critique of 
the bulletin in the light of the language of the stat- 
ute. Chapter VI on “Variant Business Cycles” has 
been expanded so that it constitutes a readable ac- 
count of this abstruse economic phenomenon. Chap- 
ter VII on “Changes in Character of Business” has 
likewise been developed so that all the ramifications 
of this subsection of the statute are presented. 

The first half of the book is a clear editorial analysis 
of all the subsections of Section 722. The second half 
is a reproduction of a valuable bibliography of sources 
of statistical data which appears in the Statistical 
Abstract of the United States for 1942, and the actual 
Section 722 statute with its regulations, committee 
reports, and Treasury bulletin. J. H. L. 


Your Corporation Taxes. By J. K. Lasser. NewYork: 
Simon & Schuster. $2.00. 

This 1946 edition of Mr. Lasser’s handbook is a com- 
plete revision of a deservedly well-known tax guide 
to corporate taxes for the layman. The author’s out- 
lines and check lists render the book a usable and 
ready reference work to the many intricate problems 
of our federal tax structure. J. H. L. 
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Excerpts from Replies to Survey of 


Business Practices 
(See article on page 109) 


PRIMARY PRODUCTS 
Abrasives and Asbestos: Closely Held 


“Our company is closely held so we do not publish an- 
nual or interim reports. We are expanding the scope of 
information furnished to stockholders by personal and in- 
dividual letters from the president in which we discuss 
financial results in general terms, the outlook for business, 
research and development programs, and other factors. 
Stockholders are always welcome to inspect plants.” 


“About the only statement we have ever made avail- 
able to stockholders is a condensed balance sheet and in- 
formation with respect to dividends, past and present, and 
corporate setup. A year ago we issued a small brochure 
which dealt somewhat with the historic background of the 
company, its management, its plants, and a description and 
use of the products which we manufacture. It did not in- 
corporate any figures or financial matters, but was put out 
to explain our products and as a good-will builder.” 


“Our stockholders have been kept informed through the 
annual report, through the Stockholders’ News issued quar- 
terly, through news releases to financial editors, through the 
annual stockholders’ meetings and through informal meetings 
of stockholders. The Stockholders’ News is also used to ac- 
quaint stockholders with the company’s products. New 
stockholders receive letters of welcome together with vari- 
ous company publications, and return postcards which they 
may use to request further information about products. At 
present, no special events for stockholders are planned, aside 
from eventual resumption of the informal meetings, which 
were held in various sections of the country.” 


Petroleum: Expansion of Annual Report 


“Our report has been expanded to cover not only finan- 
cial statements but also information on such subjects 
as production, refining, products, marine operations, pro- 
cesses and patents, research and development, coopera- 
tion with government and industry, and employee rela- 
tions. The stenographic report of the annual meeting 
has proved of interest to many of the stockholders. When 
special situations or problems have arisen, letters or pam- 
phlets are mailed to stockholders. Also, our bi-monthly 
magazine is now sent to all stockholders through which 
they are kept informed of various developments in the in- 
dustry and are advised of the company’s position on im- 
portant problems and matters of interest.” 

“We have somewhat expanded our annual report to pro- 
vide additional information on our activities. We have 
made no effort to increase interest in stockholders’ meet- 
ings.’ 

“We have extended our annual reports and have insti- 
tuted quarterly reports with a view to keeping our stock- 
holders more currently informed. However, only in our 
annual report do we deal with matters other than our fi- 
nancial position. Our stockholders’ meetings are very 
lightly attended as we have not made any effort to increase 
the attendance.” 


“New stockholders get a letter signed by the president 
and enclosing a pamphlet of information about the com- 
pany. In addition to the annual report, enclosures on vari- 
ous subjects usually accompany the dividend checks. Also, 
the president’s remarks at the annual meeting are printed in 
pamphlet form and sent out to the stockholders. The 
company makes no particular effort to increase stockholder 
attendance at meetings, and the attendance is usually small. 
Stockholders are usually informed by letter from the 
president of any special situation important to the com- 


pany.” 


Steel Producers: Annual Report Only Medium Used 


“Qur annual report is the only means we employ for 
the general circulation of information to stockholders. We 
include a chapter devoted to past sales efforts and future 
sales plans for expansion of existing markets and the de- 
velopment of new applications for our products. In the 
report, we urge stockholders to send for a catalog of our 
products, and inform them that our engineering service de- 
partment is available for any possible assistance.” © 

“Last year we prepared a special report giving various 
important facts about the work of our company. We 
have also on several occasions sent special messages to our 
stockholders on current problems. Nothing has been done 
to interest our stockholders in our annual meeting. At 
various times when dividend checks were sent out, we en- 
closed a slip bringing to the attention of the stockholders 
the products which they could purchase made from our 
materials.” 


METAL MANUFACTURES 
Automotive Equipment: Low Attendance at Meetings 


“We have tried to make our annual reports to stock- 
holders very complete, and with every report we have 
sent some general data, advertising, etc., including general 
outlook. This has been our major effort to increase in- 
terest in stockholders’ meetings. However, most stock- 
holders do not feel free to attend annual meetings. We 
send lists of products to stockholders frequently. Because 
of rapidly changing conditions, we do not feel it practical 
to acquaint stockholders with special situations or problems 
that arise. 

“We have very briefly expanded our annual reports, and 
have also issued an interim report covering our situation 
after V-J day. No efforts have been made to increase in- 
terest in stockholders’ meetings.” 

“We have taken no steps to give our stockholders any 
more information than is contained in our annual reports. 
Stockholders are not kept advised of the details of the labor 
or wage policies of the corporation. We are much opposed 
to such information being broadcast to stockholders.” 

“Our company does not use its annual report as a means 
of describing things other than those pertinent to the 
report. We use special letters and booklets to tell the 
owners about specific situations and products.” 
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Electrical Equipment: Annual and Interim Reports 


“We are maintaining the usual brief annual and interim 
reports dealing mainly with the financial aspects of our 
business. Except for the main stockholders who are ac- 
tively engaged within the company, we are making no at- 
tempt to bring special situations or problems to the atten- 
tion of other stockholders. However, if at any time any 
stockholder should like to have more details on what’s going 
on, we give him the information that he is entitled to.” 


“At the annual meeting, stockholders are given reports of 
the previous twelve months’ operations and are advised of 
new products, development programs, dividend policy and 
prospects, the probable effect of general economic trends 
upon our activities, etc. When it is convenient for stock- 
holders to visit our plants, we take pleasure in having them 
inspect our facilities.” 


“We send each new stockholder a letter accompanied by 
our most recent annual report which is quite comprehensive. 
Interim letters are sent to stockholders when matters de- 
velop which, in the opinion of management, should be 
brought to their attention. No steps have been taken to 
increase interest in stockholders’ meetings, and-I believe 
we should give this matter more attention.” 


Industrial Machinery: Special Reports and Letters 


“We send each new stockholder a letter accompanied by 
informing them of particular matters which should be of 
interest to them. During the past year we sent them two 
attractively printed and illustrated pamphlets devoted pri- 
marily to the work which the company did in connection 
with the war effort. Two more are in preparation at the 
present time. In our annual report we comment on the 
general outlook, labor matters, sales, prospects, and our re- 
search and development programs.” 


“During the past five years, we have considerably en- 
larged and expanded our annuai report to stockholders. It 
now has a general business outlook and the specific outlook 
for our company, and includes information on research and 
development programs, new products, and other matters. 
Three years ago, we started sending out a six months’ in- 
terim report, together with a letter from the president, cov- 
ering in briefer form the same subjects as in the annual 
report. We have made no real effort to increase interest in 
our annual stockholders’ meeting. Whenever individual 
stockholders come to town, we make an effort to show them 
the plant facilities of the corporation.” 


“Qur annual report was a brief mimeographed statement, 
but beginning in 1939 we issued a printed report of twelve 
or sixteen pages in which we discussed such items as gen- 
eral outlook, sales activities, development, new products, 
manufacturing improvements, dividends and their propor- 
tion to income, employee relations, and remarks on the 
financial results. In addition, we adopted the practice of 
sending out a one-page quarterly report to the stockholders, 
giving figures for the latest quarter, the equivalent quarter 
in the previous year, and twelve months of each year in- 
cluding the latest quarter. Our products are not consumer 
items, but we nevertheless keep our stockholders informed 
regarding new products and changes in old ones by sending 
them reprints of current advertising, copies of leaflets, etc., 
as stuffer in the envelopes containing their quarterly divi- 
dends and reports.” 


“Tt has been our practice to include with our annual 
report a letter to shareholders and also to send them a mid- 
year letter giving further information covering research and 
development programs, etc. We have made no special effort 


to increase interest in our stockholders’ meetings, which are 
very poorly attended.” 

“Except for mailing thought-creating matter on current 
labor problems and developments, and one letter suggesting 
stockholders write their congressmen concerning a certain 
matter, we have introduced no special activities of this 
order lately. However, whenever we have a specially inter- 
esting number of our house organ, we mail copies to our 
stockholders.” 

“The only report which we make to our stockholders is 
the financial statement which goes to them with the call 
for the annual meeting, and we have no plans for giving 
our stockholders better information than they now have.” 


“We have long endeavored through our annual reports to 
inform stockholders fully concerning the company’s financial 
position and its operations. So far, we have not attempted 
to inform them of special situations arising during the year; 
neither have we issued any interim reports, although we 
have published every month the results of operations for 
the previous month and for the year to date. We contem- 
plate issuing a very brief report each quarter in which any 
special situations will be commented upon and the _high- 
lights of operations outlined. Also, a magazine is published 
in three issues each year in which stockholders are informed 
concerning the work done in the field with the company’s 
products. We have not made any particular effort to in- 
crease interest in meetings as our stockholders reside all 
over the country. For the same reason, we have not at- 
tempted to hold regional meetings.” 


Office Equipment: Sales Promotion among Stockholders 


“Tn our annual report we stress the general outlook, re- 
search and development programs, new products and adver- 
tising. We have never gone into dividend policy. Very 
few stockholders attend our annual meeting. We try and 
get those who do attend to visit demonstration rooms to 
see the latest product. We try to get our stockholders to 
use our products and have called upon many of them for 
assistance in selling our products. The results have been 
excellent.” 


“We have expanded our annual report in an effort to 
increase the stockholders’ knowledge of our activities and 
of our products. We are not planning to issue any interim 
reports. Our efforts to increase attendance at stockholders’ 
meetings have not met with success. We are attempting 
to build good will among stockholders and distributors 
through promotional sales work.” 


Railroad Equipment: Annual Reports Expanded 


“Our report for 1945 has been expanded giving a fuller 
discussion of events during the previous year, and an evalu- 
ation of the future outlook for the company’s products. 
Mention of new products has been made when such prod- 
ucts reached the commercial stage. The primary interest of 
our stockholders is in the future outlook for established 
products, new products contemplated, and the effect of 
rising costs on profit margins.” 


“Our annual reports cover pretty thoroughly matters of 
interest at the time. No particular drive, except for such 
follow-up work as is necessary to obtain a quorum, has been 
made to increase interest in stockholders’ meetings, but 
the personal attendance of stockholders at these meetings 
is practically zero if you exclude the officers of the com- 
pany who are present. We have tried to build good will 
among stockholders as customers by sending them adver- 
tising and descriptive literature on those few products 
which they might buy.” 


128 THE CONFERENCE BOARD 


March, 1946 


“Our annual reports have been expanded considerably as 
have our interim reports to stockholders. In 1932, we 
inaugurated the practice of incorporating a very brief ref- 
erence to net earnings in the enclosures mailed to our stock- 
holders with their quarterly dividend checks. Beginning in 
1938, we initiated publication of regular quarterly reports 
to stockholders which include a set of detailed financial 
statements, and brief comments on consolidated earnings, 
financial condition, dividends, and current operations of 
the major subsidiary companies. Within the last year, we 
staged an exhibition in several large cities, and a very 
heavy attendance was obtained. We have consistently 
had a large majority of stock represented by proxy at the 
annual meeting, and since we endeavor to tell a complete 
story about operations and earnings in our annual report, 
we make no special effort to promote personal attendance 
at such meetings. The methods generally employed to 
acquaint stockholders with special situations include the 
regular annual and quarterly reports, and in cases where 
developments necessitate, a special letter or report on the 
subject is mailed to stockholders. Direct promotion of good 
will among stockholders consists primarily of the promo- 
tional ‘plugs’ and advertising matter frequently transmitted 
in or with our regular reports.” 


OTHER MANUFACTURES 
Chemicals: Encourage Plant Visits 


“We have expanded our annual reports to cover a brief 
description of each of the operating departments, a list of 
the company publications, and the dates of introduction 
of all products now sold by the company. We have also 
added a twenty-year review of financial data. From time 
to time, we have sent our stockholders copies of the com- 
pany house organ. At one time, we also included an insert 
with the dividend checks to stockholders. We also send 
stockholders advertisements which we run in various maga- 
zines. We encourage stockholders to visit the company and 
have gone quite far to make them welcome and to give 
them a background of the company and its outlook.” 

“We deliberately expanded our annual and interim 
reports beginning in 1939 so that stockholders were kept 
fully informed about our research and development pro- 
grams, new products, the outlook for the business, and 
were given a fairly detailed analysis of the balance sheet. 
When some very special problem arises, we send an in- 
formative letter to our stockholders. Our annual and spe- 
cial meetings of stockholders are well attended, and we 
generally arrange a display of new products. We distrib- 
ute samples of new products to stockholders, and have 
had under consideration the desirability of sending out 
samples of each new product to each new stockholder.” 


Food: News Letters to Stockholders 


“We have recently inaugurated the use of a news letter 
as a dividend insert in place of the product advertising 
formerly used. Our annual reports cover such matters as 
general outlook, research and development programs, etc., 
as well as financial results. Products are always illustrated 
in our annual reports. We have planned no particular pro- 
motion for our annual or regional meetings. Occasionally, 
letters are sent to shareholders commenting on special 
situations.” 


“Our annual report attempts to present in a picturesque 
manner, research, new products, and other developments, 
as well as the financial results of operations. The stock- 
holders’ bulletin, issued quarterly, deals with interim mat- 
ters and occasionally with the general outlook. We use this 


bulletin for acquainting stockholders with the products of 
the company. There has been no inspection of plants, but, 
on several occasions, products of the company have been 
displayed at the meetings.” 

“We issue quarterly news letters which, in addition to 
financial information, tell stockholders of any important 
developments or topics of interest which have arisen over 
the previous three-month period. We have directed one 
page of this to the women stockholders. The annual rex 
port gives a review of the past twelve months and covers 
all phases of the industry. During the past year we have 
taken special pains to acquaint stockholders with unusual 
situations or problems which have arisen. Through the 
Stockholders News and the annual report we are backing 
up our company products with definite information on re- 
search and quality. We have not held informal regional 
meetings.” 


“We anticipate enlarging our annual report next year 
to include a letter from our president, in which stockhold- 
ers will be asked to list the subjects on which they would 
like to be enlightened in the order of their importance.” 


Paper: Little Interest in Meetings 


“Our annual report has been expanded and complete in- 
formation is given to every stockholder about the past 
year’s operations, any contemplated expansion program, 
and development and research work. We have called at- 
tention with photographs to any new products. We have 
not been able to develop much interest in stockholders’ 
meetings. Stockholders have been urged to visit the plants, 
and a good number have done so. We make an effort to 
build good will for our consumer products, and some ref- 
erence is always made to them, together with illustrations, 
in the annual report.” 


“We give our stockholders a complete story of the pre- 
vious year’s operations at the annual meeting. This re- 
port includes financial statements, operating data, and other 
information. While the report is not sent to all stock- 
holders, it is available to them upon request.” 


Textiles: Keep Stockholders Informed 


“We have tried to expand and improve our reports so 
that they will give a clear picture of our operations and 
prospects in an interesting and understandable form. We 
also distribute a semiannual report. We would notify our 
stockholders promptly if any special situation should so re- 
quire, and we would hold meetings if the matter could 
not be placed before them satisfactorily by mail. We hold 
regional meetings in two cities to which all head stock- 
holders are invited.” 

“I address the stockholders through the president’s mes- 
sage in our annual report, as well as extemporaneously at 
the annual meeting. I discuss our research and development 
programs in some detail as well as any new products of 
interest to the stockholders. Since dividend action is a 
matter for the entire board, and not the president alone, it 
seems inappropriate for me to discuss dividend prospects. 
Should any exceptional situation arise, I would advise the 
stockholders by letter.” 


“Our annual meeting is not attended very well in num- 
ber, and we do not hold regional meetings.” 


“We have not found it feasible to go before our stock- 
holders, either in annual reports or otherwise, with dis- 
cussion of such matters as the general outlook for busi- 
ness, research programs, and new products, because of the 
technical nature of our business. We do not arrange for 
any inspection of plants by stockholders.” 


